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N O T E 
The designations employed and the presentation of the 
material in this publication do not imply the expres-
sion of any opinion whatsoever on the part of the ECLA 
secretariat concerning the legal status of any country 
or territory or of its authorities, or concerning the 





The Economic Commission for Latin America, at its tenth session 
(Mar del Plata, Argentina, 6 to 17 May 1963), took note of General Assembly 
resolution 1785 (XVII) and Economic and Social Council resolution 917 (XXXIV), 
by virtue of which the IMted Nations Conference on Trade and -Development 
was convened. 
This development was considered with the greatest interest by the 
Commission, and there was unanimous agreement that the Conference on Trade 
and Development would provide Latin America with an outstanding opportunity 
for bringing home to world opinion the serious nature of its trade problems. 
The Commission accordingly adopted resolution 221 (X), in which it recommends 
the ECLA secretariat to concentrate its efforts on the preparation of those 
studies which are intended for the said Conference, with a view to seeking 
ways and means of solving Latin Americans foreign trade .problems and meeting 
the requirements of its economic development. It was further recommended 
that such studies should be developed in such a way that they may provide 
sufficient data to enable the Latin American countries to adopt a concerted 
positiori at the Conference. ' Lastly, the secretariat was requestéd to hold 
a seminar on the United Nations Conference on Trade and Development, with 
the co-operation of specialists appointed by the Governments of all the 
Latin American countries. 
In fulfilment of this requést, the secretariat has prepared the 
following report and has organized the Meeting of Latin American Government 
Experts on Trade Policy which, at the kind invitation of the Government 
of Brazil,Is tó open in Brasilia on 20 January 1964. The report will be 
discussed at that meeting and consideration will^be given to the view that 
the Latin American countries intend to present to the Conference at Geneva. 
It should be pointed out that-a group of eminent Latin America» 
consultants have given the secretariat the benefit of their wide experience 
and have made valuable suggestions on the preparation of the present report. 
The consultants had two meetings with members of the ECLA secretariat1 in 
Santiago, Chile; the first, in October 1963, to discuss the basic ideas 
of the report, and- the sécond, in December-of, the same year,, to analyse 
the draft prepared by the secretariat. This broad exchange of views was the 
basis for thefinal version of the document. 
The consultants invited by the secretariat served strictly as experts 
and in a personal capacity. The following experts took part in one or both 
of these meetings: 
Eduardo Figueroa, former Minister for Financial Affairs,- Chilej 
Plácido García Reynoso, Under-Secretary for Trade and Industry, Mexico? 




Julio lacarte Muro, Uruguayan Ambassador to the Federal Republic 
of Geimany; 
Carlos Ueras Restrepo, Senator arri former Minister for' Financial 
Affairs, Colombia; 
Marcio do Rego Monteiro, of the Planning Service of the Office of 
the President, Brazil; 
Jorge Sol, former Minister for Financial Affairs, El Salvador; . 
Enrique Gast<5n Valente, agricultural Attaché, Argentine Embassy 
to the United States of America, 
The report comprises the following chapters: 
I« Foreign trade and economic development of latin America 
II« The main obstacles to an expansion of Latin America*s 
foreign trade 
HI # Future prospects and lines of action 
IV. Principal background data in respect of the reorganization 
of world trade 
V. Requisites for a new international trade structure and 
ways of achieving it 
The first four chapters contain an analysis of the problems posed 
by trade within the context of Latin America's economic development, a 
description of the present structure of international trade, and other 
data that must be taken into account in attempting to formulate a trade 
policy» 
Chapter V sets forth the conclusions derived from the study and 
formulates suggestions for seeking solutions to Latin America's foreign 
trade problems which are dangerously restricting its economic growth. 
These suggestions were submitted to the Meeting of Latin American Govern-
ment Experts on Trade Policy, held at Brasilia from 20 to 25 January 1964, 
and served as the basis for its discussions. The Meeting, in turn, adopted 
a number of conclusions that are closely in line with those contained in 
the present document (see Report by the secretariat on the Meeting of 




LETTER OF TRANSMITTAL FROM THE GROUP OF LATIN AMERICAN EXPERTS 
WHO ACTED AS. CONSULTANTS TO THE SECRETARIAT IN THE DISCUSSION 
OF LATIN AMERICA'S INTERNATIONAL TRADE PROBLEMS 
Santiago, 17 December 1963 
To the . 
Executive Secretary of the 
Economic Commission for Latin America 
Sir, 
At its tenth session, held at Mar del Plata, the Economic Commission 
for Latin America requested its secretariat to give priority to the study 
of the problems that were to be discussed at the United Nations Conference 
on Trade and Development and to prepare a seminar at which the Latin 
American Governments could consider their position with respect to those 
problems prior to the said Conference. In compliance with these recom-
mendations, you were kind enough to request our co-operation as consultants, 
and thus, in the course of two series of meetings held from 9 to 16 October 
and from 9 to 17 December, we had an opportunity of discussing with the 
secretariat experts, under your able leadership, the world trade situation 
in general and, in particular, the effects of its evolution in recent 
years on our countries' rate of development. Certain general guide-lines 
were laid down, and the secretariat then proceeded to expound and 
substantiate these ideas in a draft report, to a major part of which we 
have devoted careful consideration. We are essentially in agreement with 
the structure of this study, the economic analyses on which it is based 
and the conclusions formulated. 
There is no room for doubt as to the deterioration of the relative 
position of the developing countries within the world economy as a x<\rhole, 
and the role played in this unfortunate turn of events by existing patterns 
of foreign trade. It becomes daily more evident that the objectives 
envisaged by the General.Assembly of the United Nations, when it described 
the sixties as a "development decade", are meeting with frustration and 
that the inmense and increasing disparity between some countries and others 
is defeating the international co-operation efforts made in recent years. 
The testimony of the report is conclusive in these respects, as far as 
they concern Latin America in particular, and all the characteristic 
features of the situation are clearly defined, together with the mechanism 
of the international phenomena to which it is largely due and by which' 
it is still being aggravated. The deterioration of the terms of trade, 
the decline in the rate of development, the steadily increasing burden 
of financial services, the consequent contraction of external purchasing 
power for which no satisfactory compensation can be obtained through 
mere financial operations, the distortions warping the traditional 
/mechanism of 
E/C N. 12/ 693 
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mechanism of external transactions, the increasing rigidity in the volume 
and composition of imports, and the decrease in international reserves, 
are objectively demonstrated. In face of all this evidence, 4it. is easy 
to understand the alarm with which various international agencies view 
the present situation and the interest displayed by distinguished writers 
and statesmen in the study of formulas whereby it can be metamorphosed. 
The causes that have brought about this state of affairs are of 
widely differing kinds. Some relate to the very nature of Latin America!s 
traditional exports, to the small number of commodities they comprise, 
to the limited elasticity of consumption in respect of certain items 
and to over-production in other instances.. But other determining factors 
are constituted by serious defects in the organization of world trade; 
autarkical trends and discriminatory practices whose impact on Latin America 
is direct and profoundly disturbing; regulations and revenue duties 
that restrict demand;, shortcomings in the action of the existing agencies; 
and the Inflexible application.of principles whose inequitable consequences 
are only now beginning to be generally recognized. 
The outlook,for the next few years, if radical and timely reforms 
are not introduced, is gloon$r indeed. By the .end of the present decade, 
the proportions of the deficit in external resources will be inconjpatible 
not only with acceptable rates of development but even with the maintenance 
of order and normality in economic and social life. 
Hence it is patent that concepts and institutions must be reviewed 
with a.Q open mind, new rules and principles..mast be-promulgatedr and 
measures ""t hat will alter the" present course of events must.be put into., 
effect* This need has already ..been recognized by the international agencies, 
and thence it came about that the United Nations -Conference .0̂  Trade and 
Development was .convened.' From this Conference intensive and co-ordinated 
action mast emanate, and the Latin American countries must call it forth 
and then give it vigorous impetus, for on it will largely depend their own 
future and the stabilization of the entire world economy. ? 
A more efficient integration of international trade- is clearljr the-
foundation-stone for the indispensable reforms - integration vrith due 
regard to the special patterns created by the formation of international 
communities and associations at the level of specific economic relationships; 
to the fact than an important group of countries lives and .acts.under an 
economic and social system based on principles different from those 
prevailing among the Western nations; and to the vast disparities in 
stages and rates of development to which allusion has already been made. 
The establishment of free-trade area's, and common market^ should not . be -
reflected in an intensification of trends towards self-sufficiency which 
run counter to the healthy expansion of world trade and generate serious 
distortions in trade flows. Similarly, it, is essential to recognize the 
necessity of maintaining normal and stkble economic relations between 
countries belonging to different systems, on the basis of principles 




genuine agreement to be reached. The "co-operative*coexistence" of thé 
two groups - the countries characterized by,a market econony, and the 
centrally-planned'economies - is of importance not only for the .great 
nations composing them but also for the developing countries, which will 
find in this new climate positive opportunities for the expansion of 
their trade. 
Lastly, it is clear that a true integration of international trade 
cannot fail to take account of-the role such trade plays in income 
distribution and in determining the immense disparities now observable. 
If the growth of trade is to be steady and lasting, the external purchasing 
power of the developing countries must be substantially increased, and 
they must secure an equitable share in the income increment, so that 
the present tremendous gap between them and the. industrialized countries 
may thus be narrowed, instead of continuing to widen, as is the case 
today. The perpetuation of existing circumstances would operate as a 
factor making for disintegration, with consequences too far-reaching to 
be predicted. 
The new process must be based, in our opinion, on acceptance:of 
certain ideas which lie behind the recommendations formulated in the . 
report to which we refer. First and foremost, it can. no longer be 
considered equitable to apply the same standards and regulations to countries 
at different stages- of development and totally unlike as regârds.the 
resources and technology at their disposal. Such uniform treatment de fâcto 
implies inequity .-and unquestionably redounds to the detriment of. the weaker ' 
party. The whole of the economic history of the last few years bears • witness 
to the truth of this assertion. 
If we start from this basis, already accepted by eminent figures in 
the industrial countries, we necessarily arrive at a series of conclusions 
of great importance for"the regulation of international trade. " Thus, 
for example, in. the field of tariff,reductions.there would be no place 
for the exaction.of .strict reciprocity. Nor could-the saving clauses 
established possibly be the same for. countries with very limited resources 
and for those possessing a vast range of instruments and media which make 
it relatively easy .for them to eliminate the distortions that the cross-1 
currents of international relations might possibly cause in this or that 
sector of their economic organization. 
Another case in point is afforded by the unconditional application-
of the most-favoured-nation clause. The principles underlying it must 
be reconsidered in-the light of the preferences that the industrial countries 
should grant to the.less developed economies. 
Other guiding principles for a development policy in relation to 
international trade might also be enumerated. They would include~the 
necessity of adopting measures which will facilitate the diversification-r • 
of exports and the access of manufactured goods.from the developing 
countries to the areas possessing greater purchasing power; the undesir*-




the prices of goods from the developing countries and consequently 
restrict consumption of such products; the inadmissibility of practices 
which, for the sake of protecting some developing countries, do manifest 
harm to others; the urgent need for the centrally-planned economies to 
adjust the principles of their economic system to the requirements of a 
vigorous and steady expansion of world trade; the importance of rectifying 
those autarkical trends which, under new guises, have Seriously distorted 
the traditional conditions of trade in certain products. All these 
principles, and others set forth in detail in the report, provide a basis 
for the recommendations with which it concludes. 
At no time has it been forgotten that development cannot be achieved 
through measures of international co-operation alone. Nothing whatsoever 
can rcplace a persevering and methodical internal effort. But the forms 
it must take are well known, and there is no point in recapitulating them 
here. At all events, it is obvious that the rate of investment required 
for the attainment of even the modest rate ®f development contemplated 
in resolution 1710 (XVI) of the General Assembly, concerning the United 
Nations Development Decade, cannot be reached in Latin America without a 
considerable improvement in the region!s terms of trade. If this 
improvement is to be adequate and sustained, substantial reforms must be 
introduced. Exports must be diversified to prevent continued dependence 
on the sale of a few basic commodities; industry must be developed on 
the basis of broader markets; the geographical area of Latin America*s 
trade must be extended; in short, steps must be taken to guarantee the 
region an external income less subject to fluctuations and a great deal 
higher than at present, so that it may be able to import the volume of 
goods and services required for a reasonable rate of development. The 
attainment of these objectives is the aim of the recommendations presented 
in the report. The suggestion that the industrial countries should accord 
a general preference to manufactured goods from the developing economies 
embodies the idea of diversification, while the proposals relating to the 
closer integration of world .trade are designed to open up new markets. 
But we should be the victims of deliberate self-deception if we 
tried to blink the fact that only over the long term could these and other 
measures have an appreciable effect on the composition and value of 
Latin America!s exports. Consequently, if a standstill in development 
is to be averted, it is essential to act at once with respect to tradi-
tional exports. This implies basic reforms in certain aspects of the 
economic policy of the industrial countries, and, in some instances, 
concerted international action to offset the harmful repercussions of 
consumption or supply trends in respect of certain products. 
In different ways and on different occasions, attention has already 
been drawn to the pressing need to eliminate tariff duties on tropical 




on consumption of these commodities, and to abolish the various types of 
preferences at present extended in favour of specific developing countries, 
often as a quid pro quo for other preferences granted to industrial 
countries. Such measures, whose equity and desirability are obvious, 
are clearly and judiciously formulated in the recommendations presented 
in the report. On the one hand, taxes restricting the volume of consumption 
must be lifted in the interests of all producer countries, especially as 
they generally affect items which are in plentiful supply, and production 
of which cannot easily be replaced by other lines. Moreover, it does 
not seem natural that certain producers should enjoy protection at the 
direct expense of other developing countries. Discriminatory preferences 
of this kind have long been the object of criticism and even the Havana 
Charter already sought to reduce them to a minimum with a view to their 
subsequent elimination. Paradoxically, today they are more numerous 
than ever, despite the provisions of the General Agreement on Tariffs 
and Trade, which is based on the same underlying principles as the Charter. 
We sincerely belive that the recommendations of the report on these 
points would lead to positively beneficial results for all the developing 
countries. Clearly, moreover, the great industrial countries are in 
a position to apply, as a means oi promoting the development of areas 
associated with them, measures different from those whose discriminatory 
character renders them inadmissible for Latin America. 
The low elasticity of consumption of tropical products - attributable 
to various causes - and the limited mobility of the factors of production 
have conduced, as has been pointed out, to disequilibria in the markets 
for certain commodities and to a serious deterioration of the terms of 
trade. Similar situations seem to be developing in respect of other 
items from the same source. They must be tackled by means of concerted 
international action on the part of producers and consumers to remedy 
the deterioration in question, since it is unfair that countries with 
a high per capita income should take advantage of the decline in relative 
prices in ways that are detrimental to the development of the producer 
countries. In planning such action, allowance will of course have.to 
be made for the peculiar features of the market for each product, the 
elasticity of consumption, the problem of possible substitution processes, 
which may involve a prolonged period of over-production, and other 
factors. But, as a general rule, the commodity agreements already in 
force and those that may be concluded in the future should alike be 
administered with the essential aim of remedying the deterioration of 
the terms of trade and thus giving producer countries the time and the 
resources they must have if they are to make the necessary readjustments 
and diversify their exports» These readjustments and this diversification 
could hardly be put into effect in an atmosphere of economic crisis, 




The isituation of the developing qountries whose external trade . 
economy is mainly dependent upon tempe rate-zone- products has-been "-given 
special.;consideration in the report. , The problems arising in this 
connexion are primarily linked to the protectionist practices that the 
industrial countries have established in favour of their agricultural 
production, through tariffs, subsidies and other media, as . we.ll as to 
the surplus disposal progrananes they apply. These. factors .have already 
determined major distortions in .world trade, and it is impossible to 
view without misgiving the spread and consolidation of trends so seriously 
prejudicial to the developing countries. In this connexion, what was 
said of the situation of tropical products still holds goods a well-1 
ordered economic development effort is not even conceivable in the 
atmosphere of crisis maintained and daily, intensified by autarkical 
practices that encourage anti-economic production arid provide, a basis 
for unfair competition in international markets. . . 
The recommendations contained in the report do not overlook the 
existence of cejrtain situations that affect employment and income levels 
among the rural .̂ population in industrial countries, to the contrary,,, they 
take these into, account, and seek equitable formulas whereby they can be 
reconciled with the basic interests of the developing countries. But, 
since it is nowadays fully recognized that current international trade 
conditions are severely handicapping development in vast areas of the 
world, the more affluent countries cannot reasonably object to the idea 
of tackling their'rural population problems by methods that would not 
have the distorting effect of those applied today. 
The contrast between the food surpluses in some parts of the world 
and in others.;the chronic shortage of food and the under-consuroption. 
mainly imputable to the low income levels of many developing countries 
is a problem that still subsists> despite all the efforts made in recent -
times to secure:more rational distribution of foodstuffs* Unquestionably, 
the forthcoming conference should review the existing mechanisms and make 
a stand against this basic anomaly which is still issuing its challenge -
to human imagination and-inventiveness and putting the principle? of 
economic theory-to the test. 
The report includes important recommendations on several other 
subjects: problems relating to mining products; encouragement.of.the . 
processing of basic commodities in their countries of origin; relations, 
among.the developing areas; compensatory financing; and the organization 
that should promote the new international trade policy» This last point 
is clearly o| transcendental importance. / World trade can bo better-integrated 
r.nd adjusted to the needs of development only by, means of a prolonged 
effort which must be made through flexible, dynamic agencies endowed 
with their own media for attaining the ends pursued. . We fully acknowledge 
what has been achieved so far by the existing institutions, and the 
relative value of the plans that have been drawn up to remedy the most 
striking defects observable in the operation of international trade. 




not calculated to meet the imperative demands of an age in which the 
great majority of the human race is seeking access to the welfare 
and progress at present enjoyed by only a small number of countries, 
and in which the principles of international solidarity and common 
security are clamouring for new patterns of international co-operation 
that will be fairer and .more effective than those prevailing today. 
We believe that the report of the Economic Commission for Latin 
America will provl.de the countries of the region with a valuable 
instrument for the study of the policy they are to pursue at the United 
Nations Conference on Trade and Development. It is our earnest wish 
that they may all rally round the standard of principles in whose 
defence it is more than ever essential to present a united front. 
With renewed expressions of our gratitude for your invitation to 
us to collaborate in the work of the Commission on so vitally important a 
matter, we have the honour to be, Sir, your obedient servants, 
Eduardo Figueroa 
Plácido García Reynoso 
Adalberto Krieger Vasena 
Julio Lacarte Muro 
Carlos Lleras Restrepo 
Marcio do Regó Monteiro 
Jorge Sol 






FOREIGN TRADE AND ECONOMIC DEVELOPMENT OF LATIN AMERICA 
A# EVOLUTION OF THE EXTERNAL SECTOR AND ITS EFFECT 
ON ECONOMIC GROWTH 
1. Decline of the growth rate in Latin America as compared 
•with other areas 
The present analysis of the state of the Latin American economy 
and its development prospects shows that there is a pressing need for 
far-reaching changes in the external and internal conditions of the 
Latin American countries. Unless these changes are brought about, Latin 
America will be unable to attain the modest targets established by the 
United Nations General Assembly under the Development Decade programme 
or those set forth at the Conference of Punta del Este in 1961. Moreover, 
many Latin American countries will have serious difficulty in maintaining 
their per capita income levels. 
In the post-war period, Latin America did not succeed in creating 
conditions conducive to sustained economic growth. Although growth rates 
were satisfactory in the early post-war years, they declined in the fifties 
and fell short of the targets mentioned above (see table l). In fact, the 
annual growth rate of real per capita income slowed down from 4.2 per cent 
in the early post-war years to 1 per cent in 1955-60, While there was a 
slight improvement in 1961, it fell again in the following year to almost 
zero. 
The already wide differences between income levels in Latin America 
and in the'economically developed areas of the world have thus been 
increasinĝ , and the slow tempo of development in Latin America compares very 
unfavourably with the rapid growth in other areas.l/ The higher rates 
achieved by other areas in the process of development show that the Latin 
American economy is affected by specific limiting factors that deepen the 
misgivings about the region's future development (see table 2). 
There is a growing conviction in X#tin American government, political 
and social circles that if Latin American societies are to be set on the 
right road to development, certain institutional, social and economic 
reforms must be instituted. These reforms will peraiit proper use of the 
region's abundant natural and human resources through the application of 
a planned economic and social policy which, by allowing efficient methods 






LATIN AMERICA: ANNUAL CUMULATIVE RATES OP GIOUTH OP HIE PRODUCT AHD OP TOTAL AND 
PER CAPITA REAL INCOME, 
Year or period 
Total 
Gro8B 






19*5-50 5#7 ¿ •8 3 . 2 4.2 
1950-55 4 . 7 »U5 2.0 1*7 
1955-60 
1961 5 ^ 
3 .6 





1962 y 3.1 3*1 0 . 3 o»3 






ANNUAL GROWTH RATES OP THE TOTAL AND PER CAPITA GROSS PRODUCT IN VARIOUS 
COUNTRIES AND AREAS OP THE VOHLD, 1350-6la/ 
(Percentage) 
Country or area Gross domestic product 
Total Per capi ta 
Under-developed ?areas M hh 
Latin America 1.7 
Developed areas IzL lá 
Aus t ra l i a 3.9 1,6 
Canada 3.7 1.1 
EEC countries 5.6 U.6 
European countries of the OECD k.6 3.7 
Japan 9.5 8.3 
New Zealand 3.5 1.3 
United States 3.1 
Countries with centrally planned economies b/ 
Bul^rla 9.7 8 .9 
Czechoslovakia 7.7 6.1* 
East Germany 8,8 9.5 
Hungaiy 6 .0 5.3 
Poland 7.7 5.9 
Romania i e , 2 8.9' 
Soviet Union 10.5 8.9 
Yugoslavia 7.3 5.9 
Sources: -United Nat ions , World Economic Survey 1961, Yearbook of National Accounts 
S t a t i s t i c s 1962, S t a t i s t i c a l Yearbook 1962 and Economic Survey 1962, New York, 
1963; OECD, General S t a t i s t i c s B u l l e t i n , P a r i s , November I962, and ECLA estima 
t e s based on na t iona l s t a t i s t i c s , ~~ 
a / Por Canada, the European coun t r i e s of OECD, Lat in America and the United S t a t e s , the 
f i g u r e s r e l a t e t o the period 1950-61; f o r ihe developed and under-developed a reas 
considered a s a whole, and i n general f o r the count r ies with cent ra l ly-p lanned 
economies, they a re f o r 1950-5?« f o r Japan they a re f o r 1950-60, and f o r Aust ra l ia 
and New Zealand they a r e f o r 1950/5l-1960/6l , 




and techniques to be introduced, will effect a rapid increase in product-
ivity and ensure a more equitably,distribution of income. 
While many Latin American countries have taken the first steps to 
introduce these reforms, and some countries are already applying them, 
generally speaking the desired goals are still far from being attained. 
Latin America's inadequate development and the deterioration of 
its foreign trade are the main reasons for the slowing-down of the growth 
rate and-for the danger not only that the results expected from the above-
mentioned reforms will fail to materialize, but that*.the application of 
the reforms themselves will be severely hampered. 
Current international economic policy is marked by a considerable 
decline in the demand for latin American products, which can no longer 
play its traditional role-as a dynamic factor, and the unsatisfactory 
state of'Latin Americans foreign trade" constitutes "the main bottleneck 
in carrying out the region*s development plans. Consequently it is use-
ful to see hoxir Latin America's foreign trade has developed in relation 
to world trade » \ , 
2. Slow expansion of latin America's foreign trade 
r' , 
To judge by the dollar value of exports, Latin Americans foreign 
trade represented between 7.. and 8 per cent of the world total before the 
Second World War, when there was already a relative decline, since before 
tho Depression (1928) Latiri America's share had been over 9 percent. 
In the first post-war years Latin America's, share increased to li per 
cent , but since then it has been declidiiig-̂ d;-today represents .'only 
&c5 per cent of world exports (see table 3)* .. 
• * • *•' , • •.. • 
There are two main reasons for this relative decline in Latin American 
exports s the first, of a general character, ,is the relative expansion, of 
trade in manufactures and the second, whiçh is more specific, is the 
contraction in Latin America's supply of primary commodities to its 
traditional markets in the developed areas. * . 
This decline has not been offset by any increase in trade with other 
areas (industrialized or in the course of development) except for the area 
of the centrally planned economies, where there was some increase, although 
relatively small. Only in Cuba's case has there been an almost complete 
shift of foreign trade. The combined effect of the various factors is shown 
in table 4, which gives Latin America's percentage share of the total 
imports effected by countries in other areas. 
In 1948 Latin American exports represented 35 per cent of the total 
imports of the "United States, whereas they now constitute only 22 per cent, 
a percentage which is also below that for the pre-war period. In the 
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1938 64.7 7.3 17.9 100.9 
19(+8 63.k 11.«» 18.8 6 .4 10Ö.Ö 
1952 6 M . . 808 17.5 , 8 ,8 100.0 
1953 64.5 9.3 16.5 9.7 l o o . o 
1954 63.9 9.3 16.6 10.1 100.0 
1955 8.6 16.9 10.1 100.0 
1956 '-.. 65.9 - 8.% . 15o"8" % 9 
» 
100,0 
1957 66.9 7.8 15»1 10. 2 100,, 0 
195Ö 65.6 7.7 . H o 3 1Ò0.0 
1959 65.2 7.2 15*3 r 12.3 100« 0 
i960 66.8 6 . 8 1k .6 11.8 10030 
1961 67« 5 6.5 14.3 11.7 100.0 
1962 67.2 6.5 14.2 12 .1 100.0 
Sources:United Nat ions , S t a t i s t i c a l Yearbook 1962j0p^. c l t . , and Monthly B u l l e t i n of 
S t a t i s t i c s , New York, June 1963; 
Note: The o r i g i n a l da te a r e expressed i n terms of cu r ren t d o l l a r s and cover world 
t r a d e , excluding t r a d e between China (mainland), Mongolia, North Korea and- ' • 
North Vie t Ham* . 
a / Including Cuba « 




shrunk from. 8 or 9 per cent to 5*5 per cent. There has been a similar 
trend in Latin American exports to the countries of the European Free 
Trade Area, as well as to Japan, in spite of its extremely high growth 
rate, and to the areas in the process of development. 
The countries with centrally-planned economies are the only 
exception to this trend, since Latin America's share of their total 
imports has increased, largely as a result of the concentration of 
Cuban exports to that area, which also partly explains the decline in 
Latin America's share of total United States imports (see again table 4). 
Since the above analysis of Latin America's share of world trade 
was based on current export values,2/ the evolution of prices and 
quantities may have affected the percentages. 3h fact it can be shown 
that the reduction in the share of Latin American exports was due to two 
factors: (a) the fall in relative prices and unit costs of Latin American 
products, and (b) the comparatively small expansion of the volume of 
exports. The effect of the first factor is studied in section B. The 
slow growth of the volume of Latin American exports is clearly shown by 
a few statistics (see figure I and table 5). 
In 1962 the volume of Latin America's exports was only 70 per cent 
more than in 1938, and if petroleum is excluded the increase amounts to 
only 40 per cent* During the same period the volume of world exports 
more than doubled, and exports from the United States, Canada, and Western 
Europe nearly tripled. Similarly, other areas in the course of development 
or with an economic structure similar to that of Latin America, increased 
their foreign trade to a much greater extent: Australia, New Zealand and 
South Africa by 130 per cent, and Central Africa by 150 per cent. 
If the volume of Latin American exports before the Depression is taken 
as a basis of comparison, the striking fact emerges that exports from the 
region, as a whole have increased by only 30 per cent and, if petroleum is 
excluded, have changed hardly at all. 
Even over the past seven or eight years, when the tempo of Latin 
American sales was stepped up, it still lagged behind that of other areasc 
Thus Latin America appears to be more or less excluded from the internal 
and external expansion of an area of the world economy from which in the 
past it received strong stimuli to its growth* 
2j The tables were compiled on the basis of the figures appearing in 
the customs registers of the Latin American countries. It is 
recognized that changes are made in the destination of exports: 
for example, the share of some areas, such as that of the centrally-
planned economies, may in fact be greater, and therefore the share 
of other areas less, although the quantitative differences involved 
in such changes are probably small in relation to the figures given 










S t a t e s 
Developed a r e a s 
Western Europe 
Canada EEC EPTA Total 
Japan Total La t ín 
America 
Under-developed 
a r e a s Countr ies 
wi th 




1938 2U.lt 2.6 8 ^ 6.4 7.0 2.4 8.3 7.6 4.3 1.6 
1948 35.1 4.8 9 A - 9.6 9.8 10.9 13.6 10.8 7.5 ' 2.8 
1952 34.0 3.7 6.7 5.1 5.8 8.9 11.4 9.» 5.8 0.3 
1953 33.9 3.3 7.5 6.7 6.9 11.3 12.2 12.1 • 5.6 0.5 
135b 3^.1 2.9 8,0 5.8 6.9 13.6 11.7 10.4 6.3 1.9 
1955 3I.2 2.9 6.9 5.4 6.1 10 .8 10.5 11.1 5.5 2.1 
1956 31.0 3.0 7.1 5.9 6.4 11,0 10.7 9.0 4.9 1.1 
1957 29.9 2.5 6.5 6 . 2 6 . 2 7.1 10.1 8,7 4.1 1.1 
1958 28.2 3.0 6.3 5.6 5.8 8.4 9.8 9.3 4.4 1.4 
1959 .24,2 • 2 .9 6.2 5.2 5.6 8.3 9.1 9.5 4.4 1.1 
i960 24.5 2.6 5.7 4.7 5.1 9.6 8.3 8.7 4.1" 2.0 
1961 22.6 3.0 5.3 ^.5 4.8 7.1 7.7 7.1 4. 3 : 3.7 
1362 21.2 3.2 5.* 4.5 5.0 7.f 7.6 7.7 Jt.2- 4.0 
Sources: United Nat ions , Yearbook of' - In ternat ional Trade S t a t i s t i c s , 1959» Vol , I , New York i960 , and 
S t a t i s t i c a l Yearbook 1962, op. c l t^and Monthly B u l l e t i n of S t a t i s t i c s , op. c i t , 
a / Lat in American s a l e s a s a percentage of t h e $ , o , b , va lue of t o t a l exports t o the arças. included, i n t he 
t a b l e . 
b / Also i nc ludes , i n a d d i t i o n t o t h e c o u n t r i e s spec i f i ed i n the "table, A u s t r a l i a , New Zealand and South 
A f r i c a , 





INDEX OP THE QUANTUM OF WORLD ÉXPORTS, BY AREA, 19^2 
Quantum of exports 
1938 « 100 1 9 ^ 100 
World a / 228 236 
Developed areas t/ 259 259 
Under-developed areas 170 105 
A f r i c a 221 218 
North America §f 285 150 
La t in America 
Including petroleum 169 15** 
Excluding petroleum lUo ljjo 
Western Europe 276 3^5 
EEC G/ 33** 5 s 8 
EFTA f / 227 216 
Middle East 
Including petroleum 397 323 
Excluding petroleum 153 ~ 200 
A u s t r a l i a , New Zealand and South A f r i c a 231 195 
Centra l A f r i c a 257 215 
Asia I/ 118 255 
Sources: United Nat ions , S t a t i s t i c a l Yearbook 19&2, o p . c l t « . Yearbook of I n t e r n a t i o n a l Trade 
S t a t i s t i c s 1961» New York 1963, and Monthly B u l l e t i n of S t a t i s t i c s , a l t . , J u l y 1963. 
In a l l t he se sources 1958 i s taken a s the base year* 
0/ Excluding the t r a d e of Albania, East Germany, Bulgar ia , North Korea, Czechoslovakia, China 
(mainland), Hungary, Mongolia, Poland, Romania, Sovie t Union and North Viet Nam* 
t / Includes A u s t r a l i a , Japan, North America, New Zealand, South A f r i c a and Western Europe. As 
ind ica ted i n f o o t n o t e above, t he "world?* i s regarded as cons i s t i ng of t h e developed and 
t h e under-developed areas* 
c/ The Afr ican mainland p lus i t s a s soc ia t ed is lands* 
ö/ United S t a t e s and Canada* 
e/ Member count r ies of t h e EEC. 
t / Member coun t r i e s of t h e European Free Trade Associat ion* 
g / Af r i ca exoluding Morocco, South A f r i c a , A lge r i a , Ethiopia» L i b i a , t h e United Arab Republic, 
Somalia, Sudan and Tunisia* 
y Excluding the Middle East but including Japan* /Figure I 
Figure I 
INDICES OF THE PHYSICAL VOLUME OF WORLD EXPORTS, BY REGION 














125 j— excluding petroleum 
100 
1938 48 50 55 60 
Source : United Nations, Statistical Yearbook 1962. New York, 1963, 
Yearbook of International Trade Statistics, 1961, New York, 1963, and 




* . « 
3. Inflexibility in" the composition of Latin American exports 
Latin America as a whole has continued throughout.the post-war . 
period to depend on exports of primary commodities in the form of food, 
raw materials and petroleum, although some of these products have under-
gone changes as regards the degree of processing they are given, 2/ 
The commodities concerned represent over 90 per cent of Latin 
American exports, and it is only the remaining 10 per cent that consist 
of more finished products which are also largely traditional Latin American 
trade items. New lines that could lead to diversification arid a change in 
the structure of exports have appeared in the last few years, but only on 
a relatively small scale (see table 6). 
As a result of circumstantial factors Latin America entered the 
world market, during the war and the immediate post-war years, as an 
exportez* of new products, but did not succeed in maintaining the new 
export lines. 
Moreover, as table 7 demonstrates, the bulk of the value of its 
exports is made up of only a few commodities, since five items petroleum 
and petroleum products, coffee, sugar, copper and cotton - account for 
62 per cent of the total value of the region's sales. 
Some Latin American countries, such as Peru, Mexico and a few in the 
Central America area succeeded in diversifying their exports and achieving 
a satisfactory economic growth rate* However, this diversification was 
generally in branches that were traditional lines for other Latin American 
countries, In fact, as-table;8 shows, the Latin American countries 
competed among themselves to a certain extent in supplying world demand. . 
4. Maintenance of Latin American foreign trade in its 
traditional market areas 
In the pre-war period 30 per cent of Latin American exports went to 
the United States, 17 per cent to the United Kingdom, 30 per cent to the 
other Western European countries, and less than 2 per cent to Japan. 
Since 6 per cent was absorbed by the Latin American countries themselves, 
the share of other developing areas and of the centrally-planned 
economies was thus very small. 
2/ See Methodological Annex for the classification of these commodities. 
y However, Peru and Chile have been able to introduce some new lines 
in recent years, such as fish meal, steel and timber products. 





J A m j m i C A : STRUCTDBS OF EXPORTS, 1?53 AIO> l ?6e 
1953 i960 
Item Mi111ens 
of d o l l a r s 
f» t*b # 
Percentage 
Mil l ions 
of d o l l a r s 
f»c#l>. 
Percentage 
Total 7 630 
1 . Food and raw mate r i a l s 6 980 
(a) Food, beverages , tobacco , 
o i l - b e a r i n g seeds and 
o i l s k 080 
(b) Raw mate r i a l s 1 100 
(c) Metal ores 2$0 

















6 . 0 
27.3 
2« Manufactured products 
(a ) Capi ta l goods 
(b) Baslo metals 
(0) Consumer goods 


























LATIN JUIEHICA: EVOLUTION OF STAPLE, EXP CRTS 1?50-60 
(Percentage of t o t a l va lue) e / 
Pro duct 1950-51 s/ 1955-56 g 1959-60 0/ 
Coffee 21.6 22.0 17.4 
Sugar 9.6 6.8 8 . 1 
Cotton ¿•0 5.0 3*7 
Greasy and semi-scoured wool 4.4 2.6 2.2 
Wheat 2.9 2.8 1.7 
Hides 2.6 1.2 0.9 
Bananas 2.0 2.2 1 .8 
Cacao 1.7 1.6 1.4 
Chi l led and f rozen meat 1.6 1.8 2.2 
Linseed o i l 1.2 0.3 0.5 
Maize 0 .6 0.5 1.6 
Quebr&oho 0 .5 0.4 0.2 
T o t a l , a g r i c u l t u r a l products §f 54.7 47.2 41.7 
Petroleum and petroleum products 19.6 25.4 27.8 
Copper 3.3 5.3 5*0 
Lead 1*3 1.2 0 . 8 
Tin 0 . 9 0.7 0.6 
Zinc 0.6 0 .6 0 . 5 
I ron o r e 0.1 1.4 3.0 
Tota l , mineral products § / 25.8 34.6 37*7 
T o t a l , a l l products included i n t a b l e 80 .5 81.8 79.4 
Other products 19.5 . 18.2 20.6 
Grand t o t a l 100.0 100.0 100.0 
S o u r o e s Economic B u l l e t i n f o r La t in America,; / i J o s # n a n d s t a t i s t i c a l Supplement, 
a / Calcula t ions based on d o l l a r s a t cu r ren t p r i c e d 
J^ Products a r e given i n descending o rder of t h e i r share of average La t in American exports f o r 
1950-51* 
c / Average« 





LATIN AMERICA; SHARE OP BaiVBHtti» COJNTaiES BJ EXPQHTS OF THE 
MAIN AGRICULTURAL PRODUCTS, 1948~5x AND 1?5Û«£G e / 
Produc ii and 
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Scuffie; S&LA, Ugonotti o E u l l e t i n f o r L a t i n ¿s ie r ica , Vols . IV, N° 2 , V> VI arid VII , Stai: ; L- t i cà i 
Supplements 
e / Average. 
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During the war the volume of exports decreased considerably and 
there was a change in the direction of trade. For obvious reasons, the 
share going to Western Europe arid Japan shrank and the share of the. 
United States expanded. These changes, which persisted until the early 
fifties, were on such, a scale tha.t in 1952 /the United, States absorbed 
about half of all Latin American:exports. 
Reconstruction in Western Europe, and the resulting economic expansion 
in the fifties^ led to an increase in Latin America's exports to that area. 
Thus Latin American trade has tended in recent years to return to its 
pre-war pattern (see table 9). The main difference is the larger share 
of exports to Japan and to the countries with centrally-planned economies. 
5* Causes of the slow growth of Latin American exports 
The external facitô rs that have limited the potential expansion of 
Latin American exports may be divided into three groups. . The first are 
the essentially structural factors relating to the slow groxith in the demand 
for primary commodities compared with that of demand for manufactured goods, 
because of the difference in the income~elasticity of demand for the two 
types of goods and the substitutions and economies in inputs made possible 
by general and technological advances.* In addition there are factors 
deriving from* the policy applied by the industrial countries that are the 
traditional purchasers of Latin American products, which have led to a . 
smaller demand for some items or to an increase in the production of these 
items by the importing countries. The factors in the third group relate to 
the introduction on the world market of competitive goods from other areas 
: in the course of development and irom the .industrialized countries.. 
Furthermore; ..the Latin American countries, in pursuing their domestic 
policies, have failed to establish specific.targets for the diversification 
of exports, and these policies have also affected the evolution of exports 
of the traditional primary commodities. 
In order to evaluate Latin America's prospects of improving its 
present position, and to determine the objectives of its internal and 
©eternal policy in relation to the evolution of the world economy, it is 
essential to ascertain the part played by each of the foregoing factors 
in the structure of the world ecoriomy. * * * 
. (a) Structural factors of an economic and technological nature 
The lower 'incomer-elasticity, of demand for a* large proportion of 
primary commodities, especially foods, is often adduced as explaining 
the marked differences between the development of trade in primary 
commodities and-in manufactured goods. 
In fact, statistical studies show that imports of food and raw 
materials by the industrialized countries have increased less than their 
income levels, whereas imports of fuels and manufactured goods have 
tended to increase more. Table 10 gives the coefficients for imports 
from the developing countries, taken as a group. 
/Table 9 
Table 9 
LATIN AMERICA: EXPORTS, BY AREA OF DESTINATION, 1938-62 






Developed a r e a s b / Count r ies wi th Underdeve loped a r e a s d / 
Year North America. Western Europe 
Japan Total 










Total Soviet Eastern 
Union Europe Total 
1938 30.I 3I.2 25.^ 17.3 20.5 47.4 1.4 80.1 0 . 1 1.5 1 . 6 6 . 1 15.5 100,0 
1948 37.2 39.1 14.4 13.1 I 6 . 7 35.3 0.9 75.9 0 .2 1 . 2 1.5 9.2 13.I 22.3 100.0 
I950 ^5.9 47.7 13.2 10.0 14.7 29.9 1.3 79.3 0.9 1.0 7.9 10 .5 18.4 100.0 
1951 44.6 45.9 14.7 10.3 13.7 30.1 2*4 78.9 0.5 0.5 8.6 1 0 . 3 I 8 . 9 100.0 
I952 49.7 51.5 13.O 5.5 9.8 24.8 2.2 78.9 - 0.3 0.3 8 . 6 12.1 20 .7 100,0 
1953 47.3 49.O 13.8 7-9 11.7 27 . I 3.2 79.6 0.1 0 . 3 --0.5 9.5 10.0 I9.5 100.0 
1951» 43.7 45.0 1 6 . 1 6.8 10,6 28.9 3.4 77.6 0 . 8 1 .0 2 .0 9.0 11.3 20.3 100.0 
1955 44.0 45.5 15.6 7.0 10.9 28.7 2.9 77.4 0.9 1.3 2.3 9.6 1 0 . 7 20.3 100.0 
1956 44.6 46.4 17.2 7.7 U.5 30.8 3.5 81,0 0.3 0.9 1.2 7.7 9.9 17.6 100.0 
1957 44.-5 46.0 16.9 9.2 12.6 • 31.7 2.7 80.6 0.7 0.7 1.4 8.8 9.1 I7.9 100.0 
I958 44.6 46.3 16.1 8 . 2 11.6 29.6 2 . 6 79.0 0.6 1.2 2.0 9.3 9.7 I9.O 100,0 
1959 46.0 17.2 8.5 11.4 30 .3 3.0 79.4 0.5 1.3 1.8 8.6 9-9 18.5 100 .0 
1?60 42.0 43.6 18.4 8.7 11.8 31.7 2 .8 78.3 1.3 1.5 3.5 8 .0 9.9 I7.9 100.0 
19él 37-8 39.6 18.6 8.0 11.3 32.0 3.9 76.1 4.0 1.6 6.5 6.6 10.7 I7.2 100.0 
1962 36.7 38.6 19.7 7.8 U.2 . 33.3 3.6 76.0 4.1 2 .1 7.2 6.7 9.8 16.5 100,0 
Source: United Nat ions , Yearbook of I n t e r n a t i o n a l Trade S t a t i s t i c s 1959* Vol. I , New York, i960; S t a t i s t i c a l Yearbook I 9 6 2 , op . o l t . , and Monthly 
B u l l e t i n of S t a t i s t i c s , op , c l ' V ; J u n e 1963« 
a / Expressed i n terms of d o l l a r s a t our ren t p r i c e s , 
b / Inc ludes North America (United S t a t e s and Canada), Western Europe (member c o u n t r i e s of EEC, namely Belgium, Federa l Republic of Germany, France^ 
I t a l y , Luxemburg, Netherlands and the member c o u n t r i e s of EFTA (namely A u s t r i a , Denmark, Norway, P o r t u g a l , Sweden, Swi t ze r l and , United Kingdom, 
and the reraining c o u n t r i e s t h a t a r e European members of t h e OECD, p lu s F in land and Yugos lav ia ) , Japan, and a l s o A u s t r a l i a , New Zealand, and 
South A f r i c a . 
H3 0 / Inc ludes t he Soviet Union, and the c o u n t r i e s of Eas te rn Europe (except Yugoslavia} and Asia t h a t have c e n t r a l l y planned economies, 
a* d / Count r ies no t iholuded under b / or 0 / . 
CD e / Aruba and Curaçao absorb a very h igh propor t ion of these exports« 




COEFFICIENTS OF INCOME-ELASTICITY OF DEMAND OF ITEMS IMPORTED BY THE 
INDUSTRIAL COUNTRIES FROM THE DEVELOPING COUNTRIES a / 
C o e f f i c i e n t of income 
Group of products e l a s t i c ! * of demand 
Food (sec t ions 0 and 1 of t h e SITC) 0.76 
Agr i cu l t u r a l tew m a t e r i a l s and mineral ores ( sec t ions 2 and k 
of t h e SITC) 0 .60 
Fue l s (sect ion 3 of t h e SITC) 2 .87b / (1.4o)c/ 
i&nufaotured goods ( sec t ions 5 t o 8 of the SITC) 1 .24 
Source* United Nations^ World economic survey 13&2, Vol5 I . The developing count r ies 
in wotvd t rade« New York, 1963 
a / These estimates were obtained by comparing the growth of t h e gross products of t h e 
i n d u s t r i a l count r ies w i t h t h e evolu t ion of the groups of goods imptr ted by these 
count r ies from t h e developing count r ies dur ing t h e per iod 1?53«60. 
b / This c o e f f i c i e n t , which i s based on pas t exper ience , t o seme extent r e f l o o t s t h e 
e f f e c t of non»eoonomlc f a c t e r s . 




Broadly speaking, it is undoubtedly true that, as in the case of 
Latin America, for a given market the laxf of demand tends to limit 
exports of important traditional primary commodities, and this leads to 
a structural deficit in the balance of. parents..- However, the slow 
growth of Latin American exports cannot.be attributed" wholly to this 
factor, and a detailed study of the trend of developments in the world-., 
economy shows that this factor has had less influence than others in 
recent years* 
Two other basic factors have played a part in limiting the region's 
exports, namely, the rapid development of agricultural production in the 
United States and Western Europe, and the entry into the world market 
of the United States and other industrialized countries, .and of other 
developing areas, as suppliers, of products Similar to those traditionally 
exported by Latin America. 
Moreover, it should be borne in mind that consumer prices in the 
importing countries are very different from Latin American export prices, 
because of the domestic policy applied in Latin America's traditional 
markets, which has the effect of stimulating domestic production while._ 
considerably restricting domestic demand, at least for some products. 
The same aims are also pursued by other means (see chapter II, section B (2)). 
An increase in import demand in other areas of the world, and the 
resulting expansion,of trade in Latin America's traditional products, might 
be one means of temporarily circumventing this structural limitation, 
particularly if areas such as those comprising the centrally-planned . . 
economies were incorporated in the world trading system, 6r if world 
demand were increased through a rise iry available income in "the under-
developed countries.-
Technological progress is another structural factor that limits 
commodity donand, especially for ores and textile fibres, since it leads to 
economies in the use of raw materials and metal scrap, and the replacement 
of natural raw materials by others, or by products of industrial origin. 6/ 
6/ A survey carried out in the United States shows that the technical 
coefficient for lead utilization in the motor vehicle industry (which 
accounts for about a third of total lead consumption in the United 
States) fell from 7.34 tons per thousand cars produced in 1950 to 
4.26 tons in I960* During the same period, consumption of zinc for 
new construction (which represented a quarter of aggregate zinc 
consumption) declined from 12.1 tons per million dollars (at 1947-49 
prices; to 6#8 tons. In 1959 scrap metal accounted for about 40 per 
cent of total consumption of copper and lead in the United States, 
the respective figures for tin, zinc and aluminium being 34, 24 and 
15 per cent (see World economic trends: study of prospective 
production of and demand for primary commodities, mimeographed, 
May 1962). lastly, the proportion of total world consumption of 
textile fibres accounted for by man-made fibres (synthetic and of 
chemical 6rigin) rose from 7.5 per cent in the pre-war period to 
21 per cent in the three-year period 1957-59 (see FAO, Agricultural 




The substitutions concerned depend partly on the prices of the 
primary commodities, and a comparison of the f.o.b. and consumer prices 
for certain items makes it clear that the policy measures adopted in 
the consumer economies may stimulate this process. 
(b) Expansion of commodity exports from industrialized countries 
The industrial countries are increasing their share of the -world 
market for food, raw materials and fuels. The figures in table 11 show 
that between 1953 and i960 the value in dollars of Latin American exports 
increased by only 12 per cent, whereas the value of exports from the 
industrial areas increased by 50 per cent, since Latin America succeeded 
in stepping up its exports to the value of 800 million dollars between 
1953 and I960 while the industrial countries as a whole obtained an 
increase to the value of 8,000 million dollars during the same period. 
Table 12 gives the figures for the exports of this group of 
commodities to the industrial markets, by country of origin. 2/ 
It can be seen that between 1953 and I960 imports of foods, raw 
materials and fuels by the industrial countries rose from 28,500 million 
dollars to 38,800 million, while Latin America's share in these 
imports rose from 5,500 million dollars to 6,000 million; that is, 
imports to the industrial countries increased by 10,000 million dollars 
but only 500 million dollars of the increment corresponded to Latin America. 
Consequently Latin America's share in the external supply of food, 
raw materials and fuels to the industrial countries shrank, in this short 
lapse of time, from 19 to 15 per cent, whereas that of the industrial 
countries vis-V-vis the same area expanded from 42 to 46 per cent. 
As table 12 shot-is, the dollar value of Latin American exports to 
the industrial countries rose by less than 10 per cent between 1953 and I960, 
whereas exports of the same items from North America and Western Europe 
went up by something like 50 per cent. A similar comparison for other 
areas is equally unfavourable to Latin America, particularly when the 
substantial increase in exports from the centrally-planned economies is 
taken into account, although the base level for these countries was 
comparatively low» 
The slow rate of growth of Latin American exports to the industrial 
countries is. even more clearly demonstrated if the benchmark period decided 
upon is prior to 1953, since in that year Latin American sales abroad were 
relatively low, and entered on a period of rapid expansion in volume. 
An analysis of the share of the various areas in exports of primary 
commodities leads to the conclusion that the industrialized countries are 
offering strong competition to the primary-producing countries by placing 





TOUE, GEOGRAPHICAL DISTRIBUTION AND GROWTH INDICES OP WORLD EXPORTS a / 
* OF PRIMARY COMMODITIES, b / I953 AND i960 
1953 196« 














(1953 - 1 0 0 ) 
Industrial areas 15 555 M 23 200 M - i litL 
North America 6 1+78 17.7 10 09k 20.3 156 
Western Europe. 8 851 2*1.1 12 667 25^ 1^3 
EEC k 026 11*0 . 6 ^23 12.9 
EFTA 3 .8.7 k 0 97 8.2 128 
Other countMes d/ 1 629 2 1^7 H.3 132 
Japan 225 0 . 6 0.9 195 
Non-industrial areas •. 21 090 57.6 ' 26.615 53.1* 126 
Latin America 6 980 19.1 7 810 15.7 112 
South-East Asia k 67Ò 12.7 5 810 11.7 12*f 
v Middle Ekst ' 2-660 7.3 * 8?5 9.7 180 
A u s t r a l i a , New Zealand 
and South A f r i c a 2 880 3 230 6 . 5 112 
Other areas 3 880 10.6 h «¡¡to 9.9 127 
World total a/ 36 61*5 100.0 ks 815 100.0, ; i2L 
Source: GATT, I n t e r n a t i o n a l Trade l ? 6 l , Geneva, 1962. 
a / Excluding count r ies wi th c e n t r a l l y planned eoonomies, because of the l ack of da ta f o r 1953» 
b / Inc ludes food, beverages , tobacco, o l l - b e a r l n g seeds and o i l s ; raw ma te r i a l s of animal and vege-
t a b l e o r i g i n , and m e t a l l i f e r o u s ores and f u e l s « 
c / The t o t a l does not. always coincide w i t h the sum of t h e ind iv idua l f i g u r e s , e i t h e r because of round-
ing or because, t h e t o t a l includes expor ts whose des t ina t ion , i s not kncwn. 





VALUE, GEOGRAPHICAL DIE TMBUTIOII AND GUOWTII BIDICIS OP EXPORTS 
OP PRIMARY CQ-KODITXES BY BIDUSTRI/Ji AFE-IS, &/ 1953 Ai«D 1$60 
1953 i960 
C o u n t o r a rea of 
o r ig in 
Mi l l ions 
of 
do l l a r s 
Percent» 
age b / 
Mi l l ions 
of 
d o l l a r s 
P e r c e n t -
age b/ 
i960 
(1953 = ic 
I n d u s t r i a l a reas 11 890 i t k Z 17 920 M s ! 151 
North America k 89O 17.2 7 ^ 0 19*2 153 
Western Europe 6 885 2U.1 10 160 26.2 l W 
EEC 3 005 10.5 5 105 13.2 170 
EFTA 2 515 8.8 3 315 8 .5 132 
Other coun t r i es c / 1 365 4.8 1 7**o 1.5 127 
Japan 115 0.4 300 0 ,8 261 
Non- indus t r i a l a reas 15.730 I ? q i 5 ii2s° 121 
La t in America 5 535 19.4 6 0^5 15.6 109 
South-East Asia 2 800 3.8 3 255 8 . 1 116 
Kiddle East 1 860 6*5 3 155 8.1 170 
A u s t r a l i a , New Zealand and 
South A f r i c a 2 150 2 ¥ 5 6.3 101 
Other a r ea s 3 085 10.8 • ̂  095 10.6 133 
Countries with c e n t r a l l y planned 
economies 822 1 880 M 216 
A l l a r e a s 28 U90 100.0 38 815 100.0 
Source; GATT, I n t e r n a t i o n a l Trade 1961. Geneva, 1962. 
a / Includes food , beverages, tobacco , o i l - b e a r i n g seeds and o i l s ; rav n e t e r i a l s of animal and vegetable 
o r i g i n , and m e t a l l i f e r o u s ores and f u e l s * 
b / The t o t a l does not always coincide w i t h t h e sura of the ind iv id i&l f i g u r e s , e i t h e r because of round-
ing or because t h e t o t a l Includes expor ts whose d e s t i n a t i o n i s not known, 
c / F in land , Greece, I ce l and , I r e l a n d , Spain , Turkey and Yugoslavia , 
/on the 
E/C N. 12 /693 
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on the world market virtually the same proportion of similar commodities, 
although perhaps with some difference in the degree of processing. Thus, 
in I960 the industrial countries effected exports 01 the items concerned 
for a total of 23,000 million dollars, as against sales of 27,000 million 
dollars by the non-industrial countries (see again table 11)." 
Obviously the growing dominance of the industrial countries in exports 
of commodities cannot be attributed to a loss of competitive capacity on the 
part of the non-industrial countries, but is due rather to the policy 
followed by the former as regards subsidies, financing facilities, 
discriminatory treatment and preference systems, a policy which is 
being invoked to an increasing extent, in very important respects, as 
will be seen in chapter II# 
The increase in the production of primary commodities in the 
industrial countries has also led to an intensification in their exports 
of such products to areas in "the course of development. Table 13 shows that 
total exports of food, raw materials and fuels from industrial areas to non-
industrial countries rose from 8,2S0 million dollars in 1953 to 
10,745 million in I960, wheréas Latin American exports to the same area 
remained at practically the same figure. 
Thus it is understandable that, faced with a given level of demand 
that is slow to rise because of various structural factors, the process 
described here has led to pressure on thè prices of primary commodities. 
A study of the evolution of world exports of primary commodities in 
relation to the economic and trade policies that the Latin American countries 
most concerned have followed, or failed to follow, raises the question of 
how far a different attitude could have changed the course of events, in 
view of the measures adopted by the United States and the moire advanced 
countries in Western Europe. 
Table 14 gives the statistics for total imports of manufactured 
products (capital goods, basic metals, consumer goods and other manufactures) 
by ..the industrial countries. For manufactured products as a whole, 8/ Latin 
American exports to the industrial countries increased from 500 million 
dollars in 1953 to 650 million dollars in I960. However, -even though., the 
base levels were very low, the percentage increase in supplies to the 
industrial, countries was less than in supplies to other areas, 
Latin America's exports of metal ores and fuels were the only items 
to take a more rapid upward course in recent years. Between 1953 and I960 
(see table 15) its fuel sales increased by 56 per cent and achieved a growth 
rate slightly in excess of the corresponding world rate. Nevertheless, 
exports from other petroleum producing areas, such as the Middle East, 
increased far more. 
8/ In this group the most important item for Latin America is basic 
metals, which in i960 represented about 6 per cent of the total 
value of its exports. 
/Table 13 
E/C?7,12/693 
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Table 13 
VALUE, GEOGRAPHICAL DISTRIBUTION- AND GROWTH INDICES OP IMPORT'S OP PRIMARY 
COMMODITIES o/ BY ICON-INDUSTRIAL. AREAS, 1953 and i960 . 
1953 .. ,1960 
- .„ ... . . . . ... 
i960 
"(1953 ¿loo) 
or ig in of Imports ' Mi l l ions 
of 










I n d u s t r i a l a reas - 3 200 38.6 . 4 425 41.2 138 • 
North America I.582 19.1 2 463 23*0' \ . 156 
Wèstern Europe I 508 18.2 1 832 17#0 121 
EEC 836 10.1 1 034 9.6 124 
EFTA 552 6,7 626 5.8 113 
Other coun t r i e s s j Ì20 172 1.6 143 
Japan 111 1.3 130 1.2 117 
Non»indUstrial a reas 4 780 57.7 5 880 54.7 ' ' * 123 
Latin America,. 1 335 16.8 1 455 13.5 104 
South-East Asia 1 710 20.7 2 055 19.1 .. 120 
Middle East p7.O 8.1 1 215 11.3 " l 8 l ' 
A u s t r a l i a , New Zealand and » 
South Af r ica 335 U.O. 455 4.2 .. 136-
Other a reas 670 8.1 700 6.5 104 
Countries with c e n t r a l l y planned • 
economies 3 0 0 h i m "4él' 147 
Total imports 8,28a- 100.0 ' 1 0 475 l o o . ? 130 
• « 
Source: GATT, I n t e r n a t i o n a l Trade 1961» Geneva, 1362 - . 
s / Includes food, beverages, tobaoo, o i l -bear i r t s : seeds and o i l s ; raw mate r i a l s of animal and vegetable 
o r i g i n , and m e t a l l i f e r o u s ores and fue l s* . . 
h/ The- to ta l does rart always co inc ide 'wi th the sum of t h e ind iv idua l f i g u r e s , e i t h e r because of round-
i n g or because the j fco ta l includes exports,.whose -dest inat ion i s hot known. 





VALUE, GEOGRAPHICAL DISTRIBUTION AM) GROViTH INDICES CP IMPORTS OP MANUFACTURED 
PRODUCTS a / BY INDUSTRIAL AREAS, 1953 AND 1960 
1953 i?^ 
Countiy or a r e a s of 
o r ig in 
Mi l l ions 
. of • 
d o l l a r s 
f ^ o . b . 
Pe rcen t -
age b / 
Mil l ions 
of 
d o l l a r s 
f t O f b . 
Percent« 
age b / 
i960 
(1353s J 
I n d u s t r i a l a reas 15 815 ' 89qO 880 90.5 21k 
North America 5 085 28.6 8 510 22.7 - 167 
Western Europe 10 Wo 59.0 23 970 64.1 229 
EEC 6 035 . 34.0 15 635 4i.8 259 
EFTA 4 185 23,6 7 715 20.6 184 
Other count r ies c / 260 1.4 620 1.7 238 
Japan 250 1.4 1 4oo 3.7 560 
Non- indus t r ia l a reas i-Zfii 3Â 2 670 ZA 152 
Lat in America 500 2.8 650 1.7 130 
South-East Asia 355 2.2 815 2.2 206 
Middle East 50 0.3 - 145 0.4 290 
A u s t r a l i a , New Zealand and 
South Af r i ca 230 1.3 285 0,8 124 
Other a r e a s 530 3.0 775 2.1 146 
Countries with cen t ra l ly -p lanned 
economies 250 " * î à 822 • - 2*2 m 
A l l a reas 17 779 100.0 . 37 425 • 100.-0 211 
Source; GATT, I n t e r n a t i o n a l Trade 13&1, Geneva,' 1962. 
a / Includes c a p i t a l goods, b a s i c meta ls , consumer goods and o the r manufactured goods« 
b / The t o t a l does not always coincide wi th t h e sum of t h e Indiv idual f i g u r e s , e i t h e r because of, round» 
i n g or because t h e t o t a l includes exports whose des t i na t i ons i s not îcnotin» 





VALUE, GEOGRAPHICAL DISTRIBUTION AND GROWTH INDICES OP WORLD FUEL EXPORTS* a / 1?53 AND I9S0 
1953 1560 
Country or a rea of 
o r i g i n 
Mi l l ions 
of 
d o l l a r s 
P e r c e n t -
age b/. 
Mi l l ions 
of 
d o l l a r s 
f«o*b 9 
Percen t -
age b / 
1560 
(1953 = : 
I n d u s t r i a l a r ea s 2 664 ? 284 1hi 122 
North America 856 11.6 981 8 . 9 115 
Western Europe 1 799 24*4 2 286 20.8 127 
EEC 1 314 17.8 1 796 16 .3 137 
EFTA 426 5.8 428 3 . 9 100 
Other c o u n t r i e s ' ^ * " 59 0.8 62 0.6 105 
Japan 9, 17 0.2 189 
Non- indus t r i a l a r ea s 1222 ï h î . 7 720 70.1 
La t in America 1 510 20.4 2 350 21.4 • 15é 
S o u t h e a s t Asia 545 7.4 550 . 5 . 0 101 
Kiddle East 1820 24.6 3 640 . 33.0 200 
A u s t r a l i a , New Zealand and 
South A f r i c a 20 0.3 . 80 0.7 Moo 
Other a f e a s 830 11.2 1100 10.0 133 
A l l a r e a s a / 2JÉ1 1-00.0 11 005 100.0 142 
Source: GATT, I n t e r n a t i o n a l Trade 1961. Geneva, 1362 
a/ Excluding the countries with centrallŷ plaraied economies, because Qf the lack of data for 1953* 
b/ The total does not always coincide with the sum of the Individual figures, either because cf round-
ing or because the total includes exports whwe destination is not knovn. 




For metal ores (see table 16) the dollar value of world exports 
(not including those from the centrally-planned economies) increased 
by 87 per cent in 1953-60. Although latin America's exports exceeded the 
1953 figure by 80 per cent, it barely maintained its position on the lorld 
market since its share decreased from 16.3 per cent to 15.5 per cent 
during the same period. 
(c) Entry of other developing areas into the world commodity market 
Other developing areas have entered the world commodity market during 
the post-war period, especially as exporters of petroleum, mineral ores and 
tropical agricultural products. This constitutes another factor limiting 
the potential expansion of Latin American exports. 
Although the rise of new exporters is, of course, due to certain 
favourable natural conditions, a major part has also been played by the 
policy of tariff preferences pursued by the industrial economies and by 
international decisions as regards the distribution of investment between 
the various parts of the world. 
Table 17 shows that in 1953-60 Latin American exports of most of the 
major groups of commodities did not expand at the same rate as those of 
the non-industrial areas or the centrally^planned economies. The only items 
in which Latin America succeeded in expanding its export trade at a faster 
rate were fuels and metal ores. 
(d) Increase in agricultural production in the industrial countries 
The expansion of agricultural production in the United States and 
Western Europe, in addition to affecting the world market, has enabled 
the countries concerned to meet more of their own requirements, thus 
applying yet another limiting factor to the potential expansion of the 
demand for Latin American products. 
Table 18 gives the total and per capita indices for agricultural 
and food production in the various regions of the world. Present per capita 
production of food in North America and Western Europe is 16 and 21 per 
cent higher, respectively, than in the pre-war period, whereas levels in 
Latin America are below those for the pre-war years. 
These increases imply large exportable surpluses (especially in 
the United States), in view of the absolute levels of production and the 
relatively high income in these areas. Moreover in all these countries, 
and especially in Western Europe, production continues to expand because 
of the policy of achieving self-sufficiency in certain items that were 
traditionally imported; what is worse, these items mil affect not only 
the domestic markets, but also the broader European Common Market. In 
these circumstances there sems little prospect of any increase in Latin 
American exports to Europe of taupe rate-zone products (or even of some 





VALUE, GEOGRAPHICAL DISTRIBUTION AND GROVTH INDICES CP WORLD EXPORTS, a / 
OP METALLIFEROUS ORKS, AND J j 6 0 
Countly or area cf 
o r ig in 
1953 
Mill ions 
of Percen t -




dol lars/ . 
Percent-
age b / 
i960 
(1953 » 100) 
I n d u s t r i a l areas 822 46.8 L.QZL 55.6 „.. 222 
'North A/nerica 3*f6 19*5 1165 35.1 337 
Western Europe 486 27.3 632 20.5 l4o 
- • ' EÈ C 7*9 324 9.7 231-
OTA 236 13.3, • 268 ' 8.1 114 
, Other oountr les 0/ 110 6.2 ?0 2.7 82 
Japan - - m - -
Non-industr ial a reas 53.2 Lim 44.4 TSk 
Latin America 290 16*3 515 15.5 178 
South-East- Asia 265 14,9 300 9.0 113 
Middle Fast 18 1.0 2k 0.7 133 
Aus t r a l i a , New Zealand and 
* 
South Af r i ca 6e 285 8.6 475 
Other areas 310 17."+ 350 10.6 113 
A l l a reas a / U21 1C0.Ó * 1222 100.8 " 182 
Source: OATH, In t e rna t iona l Trade 1561, Geneva, 1962« 
a / Excludes the oountrles with centra l ly-planned eewictnies because of t he lack of data f o r 1953* 
b / The t o t a l «does not always coincide wi th the sum of the ind iv idua l f i g u r e s , e i t h e r because of round-
ing or because the t o t a l includes exports whose des t ina t ion I s not known* 





GROWTH INDICES OP WORLD EXPORTS, BY GROUPS OP PRODUCTS AND 
BY AREA, i960 
(1953 - 100) 













Total exports 23i 128 m m 
1« Pood and raw materials • • • 149 126 112 
(a) Food, beverages» tobacco, etc. • • • 110 36 • • • 
(b) Raw materials • • • 161 119 ' 93 • • • 
(c) Metalliferous ores • • • 222 156 178 • •• 
(d) Fuels * 123 163 156 • • • 
2» Manufactured products • • • 122 ifia 122 • • • 
(a) Capital goods • • * 196 16k • • * • • • 
(b) Basic metals • • • 206 129 126 • • • 
(c) Consumer goods and other 
manufactured goods • • • 187 1U7 105 
3» Residue • • • 108 ' m 121 • • • 





WORLD a/ AIMD REGIONAL GROWTH INDICES OP TOTAL AND PER CAPITA 
AGRICULTURAL AND POOD PRODUCTION 













A B A' B A 8 A 6 
Africa 128 162 124 151 102 105 . 101 99 
Eastern Europe and 
Soviet Union 105 102 1C4 163 108 145 108 146 
Par East a/ 104 l4o 106 145 85 95 88 99 
Latin America 122 167 126 16? 90 97 * 99 
Middle East 117 169 117 166 98 • 112 98 111 
North Ameri oa 137 1 5 9 ; l4l 167 114 110 116 116 
Oceania 115 1 5 5 114 144 96 102 94 94 
Western EUrope 105 143 105 143 96 119 96 120 
All areas 114 i§3 né 155 100 111 100 113 
Souroe: PAO, The state of food and agriculture» 1962» Rone, 1962. 
A = 1 9 ^ 8 / 4 9 - 1 9 5 2 / 5 3 
B = 1 9 5 Q / 6 0 - 1 9 6 1 / 6 2 
a/ Excludes mainland China. 
b/ In the PAO document the average for the period 1952/53 - 1556/57 was -taken as the base. 




6. Synthesis of the evolution of primary commodity exports from 
Latin America and other areas 
As the figures in table 17 show, Latin America's share of world trade 
in most of its traditional export items has been steadily declining. A 
commodity-by-commodity breakdown shows that the area's share of world trade 
has been maintained or increased in only a small group of staple export 
items. 
Figure II and table 19 indicate the share of Latin American exports 
in world trade (in tenns of volume), broken down by principal commodities. 
A comparison of the figures since 1934-38, already a period of relative 
depression for Latin America, shows that sugar, bananas, tobacco, cotton, 
agaves (henequen, sisal, etc.) and zinc ore are the only products in which 
Latin America has maintained or been able to increase its share of the 
world market, although for some of them its share has declined in the past 
few years. 
In so far as the value of agricultural exports as a whole is concerned 
a striking indication of the changes which have taken place with respect to 
the pre-war period and over the past ten years is provided in table 20. 
North America and Africa have registered the sharpest increases, if the 
pre-war period is taken as the base index. In the case of North America, 
the greater relative increase in its exports is due to two factors: domestic 
price policy and the special financing facilities offered by the United 
States. Africa's very much improved sales position may be attributed 
largely to the policy of promotion and protection applied by some 
countries to their overseas associates. 
7. Difficulties hampering commodity trade in 
non-traditional areas 
The intensification of Latin America's trade with other areas has 
met with certain difficulties. The countries with centrally-planned 
economies have hitherto tended to follow a policy of self-sufficiency, 
particularly in respect of agricultural production, or have imposed 
severe restrictions on imports of other primary commodities. 
Moreover, because of the different economic systems involved, special 
institutional arrangements have to be made to enable bilateral agreements 
to operate, and this is the practice followed by the above-mentioned 
countries. Added to this are the difficulties inherent in any initiation 
of trade relations, above all in respect of items such as capital goods 
for which some kind of permanent organization is needed for the replace-
ment of parts and for maintenance. The fact that balances are not 
transferable even among the countries with centrally-planned economies is 
yet another factor limiting the possibilities of trade vàth that area. Were 
such conditions to change, the effect that the additional dœand from 
countries with centrally-planned economies might have on the international 
commodity situation would be worth considering. 
/Figure II 
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LATIN AMERICA'S SHARE IN WORLD EXPORTS OP PRIMARY COMMODITIES, 
1934-38, 1950-52 and 1959-61 
(As percentages of vor ld volume) a / 
Commodity - 1934-38 1950-51: 1959-61 
Wheat „ - 24 10 6 
Barley 14 8 4 
Maize 65 26 20 
Sugar 41 64 56' 
Beef and veal 69 53 4o 
Mutton and lamb b / 19 16 8 
Pork b / 16 19 9 
Bananas 83 84 82 0/ 
Coffee 86 • 84 72 0/ 
Cacao 31 29 21 
Tobaoco 11 12 12 
Lard 35 12 1 
Cottonseed and o i l d / 19 12 6 ' 
Linseed and o i l df 71 52 
Cotton - 13 15 20, 
Wool . . . . 18 17 14 
Agaves e/ 27 27 29 
Crude petroleum • • • 51 30 
Copper metal. • • • 29 26 
Lead ore if • • • 31 22 
Lead metal • • • 35 29 
Tin ore t/ « • • 33 29 
Zinc ore tf • • • 36 34 
Zinc metal • • • 10 9 
Source: United Nat ions , Commodity Survey 1962, New York, 1963« 
a / I n metric tons . 
h / The t o t a l does not include exports from countr ies with cervtrally-planned 
economies. 
0/ 1959-60. 
Measured I n o i l equivalent . 
e / Henequen, s i s a l , e t c . 




INDICES OP THE VALUE IN DOLLARS OP WORLD AGRICULTURAL 
EXPORTS, BY AREA, 1959-61 
1959 - 1961 
Areas - ~ ~ n ' 
l93̂-Jft=loo a/ 19̂ 3-52=100 tj 
Afr ica 500 13^ 
North America 501 118 
North Amerioa b / 35^ 83 
Lat in America 370 105 
Middle East 350 108 
Par East 0/ 231 107 
Western Europe 3^6 171 
Oceania 373 111+ 
World t o t a l d / 365 120 
Source: PAO, The s t a t e of food and agr icu l ture» 1962, Rome, 1962« 
a / In t h e PAO document 1952-53 was taken as t h e base, 
b / Excluding exports e f f ec t ed on specia l terms from 1955 onwards* 
0/ Excluding mainland China. 




As regards other developing areas, the expansion of trade in primary 
commodities has been hampered in many cases by the fact that there is a 
competitive market in the commodities concerned and, in others, by the 
national protection vrfiich is traditional in this field. The T̂ eakness of 
demand due to low income levels is another factor. 
8. Lack of a isolicy of export diversification 
in the Latin American countries • 
It is not easy to estimate the results which the Latin American 
countries wuld have achieved in the post-war period had they adopted a 
vigorous policy of export diversification, and thus offset the slow growth 
of commodity trade by introducing new export items, especially of 
manufactured goods, into the market. In any case, it is recognized that 
not enough has been done in this direction and that Latin America mil 
inevitably have to take part in the trade in manufactured goods. 
9 • Slow development of inter-Latin American_̂ trade 
Trade among the Latin American countries is. negligible both in 
absolute terms and compared with the region1s total purchases and sales. 
Intra-area trade is much greater in other regions, particularly among .the 
EEC countries. In fact, Africa is the only region where intra-area trade 
is virtually at the same relative level as in Latin America. This is shown 
in table 21 which gives the percentage of each region's exports that i? 
accounted for by intra-area sales. The figures ijhow that within the 
relatively low volume of Latin America's intra-regional trade, there have 
been substantial changes in the degree to which it has met its own 
requirements. Thus, before the war, intra-regional trade represented 
about 8 per cent of Latin America's total sales, a figure which rose to 
nearly 10 per cent in 1953 and 1955 and then gradually declined to 
6.5 per cent in 1961-62. 
Viewed from the standpoint of imports, Latin America, like the other 
developing areas, has been buying relatively less from countries in its own 
region, an additional factor responsible for its low level of self-sufficiency 
as a whole (see table 22). 
Nevertheless, the results that are being obtained in Central America 2/ 
and the Free-Trade Area indicate that prosibects for developing Latin American 
trade are very favourable. 
While Latin America's total exports increased by 6 per cent between 
1957 and 1962, those effected within the Central ¿unerican common market 
more than tripled. As for the AIAIC countries, the increase in their 
intra-area sales from 1961 to 1962 was three times as much as the 





INTR A-REGIONAL EXPORTS5 1538-62 
(As percentage of t he value of each a r e a ' s t o t a l expor ts ) 
Developed areas T Under-developed areas Ceuntrles 
with 
Year Western Europe 
Total 
£ / 
Af r i ca La t in Middle Asia 
c e n t r a l l y 
p i s used 
ecoiiondei 
s! 
EEC EFTA Total Amerioa Esst V 
"Tota l 
1938 27.5 18.4 55.4 68.5 5 .9 6 .1 14.0 25.8 21.7 11.0 
1948 26.2 17.4 47 .8 64.3 9.2 9.2 17.9 23.1 43 .8 . . 
1952 26.7 18.3 52.3 63.5 8.8 8.6 12.8 26.2 26 .1- - 74.4 
1953 28.5 19.0 52 .0 63.0 9.2 9 .5 12.5 23.7 2^.3 77 .7 
1954 29.5 19.1 53.2 ' 64.2 9.6 9 .0 13.2 23.7 24.3 77.8 
1955 30.8 18.6 54.6 67.3 9 .9 9.6 " 13.2 23.1 2*4.3 ~ ' 73.7 
1956 32.0 17.9 66.8 l o . o 7 .7 13.5 21.1 = 23.2 70.6 
1957 31.9 1 8 , 1 . . 54.1 66.0 9.7 8 .8 12.8 23.2 2*+. 2 71.3 
1958 30.1 17.7 53.0 65.3 9.2 9 .3 10.4 22.3 22.9 70.8 
1959 32.4 18.0 54.1 68.2 10.2 3.6 11.2 22.3". 22.3 73.9 
i960 34.5 19.0 56.9 65.2 10.0 8 .0 10.7 .23.0 : 21.2 72.1 
1961 36.8 19.8 59.9 7 o . l 8 .1 6 . 6 10.7 20.5 22.0 68.5 
1962 39.6 21.9 62.2 71 .0 8 .0 6 . 7 10.2 20.3 21.6 67.7 
Source: United Nations, S t a t i s t i c a l Yearbook 1962 » op. c l t . , and Monthly Bul le t in of S t a t i s t i c s , ep. o l t . 
Note; In t h e source the da t a a r e expressed i n terms values i n d o l l a r s a t ourrt>.»* pr ices* 
a / Inc luding , as well as Yes t e rn Europe, t h e United S ta tes and Canada, A u s t r a l i a , Hew Zealand and South 
A f r i c a ; and Japan, 
b / Mainland A f r i c a . 
0/ S t e r l i n g a rea only. 
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Sources; United Kations; S t a t i s t i c a l Yearbook 1$$2 op . c l t , .«nd Monthly Bul le t in o f • g t a t l a t o l s . o p . a l t . 
a / Sa les vi'tiiin ea«h a rea expressed a s a percentage of the t o t a l experts t o t ha t a r ea ( f „o .b . values 
In d o l l a r s a t cur ren t p r i o e s ) . 




10. An illustrative estimate of the extent of Latin AiaericaTs 
displacement in world trade 
Merely by way of illustration some comparisons can be made to show 
the extent to which Latin America has been displaced in world trade. Thus, 
for examplej Latin America's supplies of primary commodities (excluding 
fuels) to the industrialized countries shrank from 20,2 per cent in 1953 
to 15«1 per cent in I960. If Latin America had maintained its 1953 level 
in I960, it would have earned over 1,500 million dollars more from its 
exports than it actually obtained* It should be pointed out that this 
calculation does not allow for losses due to price reductions, and also 
that if periods prior to 1953 are considered the displacement would be 
even greater, since by that year Latin American exports were already at a 
relatively low level. 
A similar estimate, also by way of illustration, is based on a 
specific analysis of the development of Latin America's share of world 
trade in some of its major export items: coffee, cacao, maize, x̂ heat, 
beef, barley and linseed oil. Latin America's competitive position in 
respect of all these commodities has been very favourable, yet the 
combined effect of the various factors mentioned has been to reduce its 
share of the world trade in these items. The drop has been so sharp 
that, in the period 1953-61 for temperate-zone commodities and 1953-62 for 
tropical commodities, Latin America would, it is estimated, have obtained 
8,800 million dollars more, at the prices prevailing in those years, had 
its exports of those items maintained their 1934-38 share of world trade 




' B. " GROWTH STRUCTURE, FOLICY AND LIMITATIONS OF 
LATIN AirMAM DEVELOPMENT VlS-a-ViS THE 
• -EVSLOTlON OF THE EXTERNAL SECTOR 
'Types of economic growth in Latin America 
A broad analysis shews that the Latin American countries experienced 
three types of economic growth during the past thirty years. The firtt, a 
relatively outward-directed process^ was observed in the Central American 
countries, Peru and Ecuador. The second, based on an intene-ivs procces of 
•import substitution, was the type in Argentina*, Brazil. Chile and Mexico« 
The third type of econbmic growth represents a middle course between .the 
two others- and is found-in Colombia (lately the Venezuelan economy has begun 
to follow this pattern). 
As is only natural, no clsar-cut limits can be established for 
classifying countries in the third group. Thus, while Chile has increased 
its import coefficient in the last'few years, due to significant aspects 
of its structure of production, its place is really among the countries 
that have gone ahead with import substitution» On the other hand, while 
Venezuelans import coefficient has contracted sharply, it still remains 
comparatively high and its exports are expanding at one of" the fastest' 
rates in Latin America. Thus, Latin America's economic development has 
clearly taken different forms and-has been affected by factors which, in 
some cases, define stages of growth« 
For purposes of" the analysis which forms the subject of this paper 
- even at the risk of. over-simplification - the Latin American economies 
may be classified according to four characteristic indices: level of 
per capita income, size and evolution of the import coefficient in relation 
to the growth rate o£ the product, size of the market and total income. 
Consequently, another index relating to the "growth rate of external pur-
chasing power derived from exports and inflows of capital is implicit in 
the above-mentioned factors (see table 23)• 
Up to a few years ago, most of the countries with the highest import 
coefficients experienced relatively high rates of growth of the domestic 
product,,with imports approaching, and at times even exceeding"that rate«. 
These are mainly the tropical count:*?es, at intermediate -and low levels 
of per capita income® A relatively high erport growth.rate, together with 
some .diversification of exports,- although in primary products which are 
already traditional items of' Latin- American •expoi'/ts., complete the picture 
as to the characteristics of the first group bf countries.* 
The countries -which now have-a low import coefficient tend to occupy 
a higher place in the scale of average per capita income or total income per 
country. These countries underwent a more intensive process of izrin3trialina-
tion during the post-war period. Soiue, like Brazil and Mexico, achieved a 
comparatively high rate of growth, while in others, particularly Argentina ^ 





GROWHT RATE OP GROSS PRODUCT, IMPORTS AND PURCHASING FOHER OP EXPORTS, 
AND IMPORT COEFFICIENTS, I J ^ J L TO 1959-& 
P Aim +wv 
Annual cumulative rates f o r the period 
19^9-51 to 1959-61 
C . l . f . imports as 
percentage of gross 











Colombia 4 , 6 2 .7 1 .6 9.2 7 .6 
Argentina 1 .6 1 .0 - 0 . 1 9 .0 8 .3 
Bra e l l 5.8 . 1 . 4 0 .2 13.2 8 .4 
H a i t i 1 .6 - 2 . 1 - 1 . 4 12.7 9 . 7 
Mexico 5 .5 3 . 1 4 .0 14.8 l l . l 
Uruguay 2.1 0 .4 - 2 . 0 13.9 11.7 
Paraguay- 0 .8 2.7 0.4 13.0 12.9 
Chile 3 .3 3 .9 2 .5 13 .5 14.1 
Ecuador 5 .2 7 .0 7 .8 12.1 14.1 
Bolivia 0 .3 o .7 - 3 . 0 13 .7 14.2 
Dominican Republic 4 . 3 4 .4 1 .5 10.1 14.5 
Peru 4 . 8 5.2 5.8 17.1 17.4 
Venezuela 7 .3 2 .6 5 .1 26.4 17.5 
Guatemala 4 . 7 6 . 3 4 .6 14 .8 17.6 
Honduras 3 .7 4 .6 - 0 . 1 16.7 18.2 
Nicaragua 5 .8 10.2 7 .5 17.0 23.0 
Banana 5.2 5.9 8.0 22.5 23.6 
Cuba ... 2.8 a / . . • 25.9 .«• 
El Salvador M 7.6 4.8 19.3 28.8 
Costa Rica 4 .8 7 .6 3 .9 a . i 28.9 
Lat in America 4 .4 ... ... 13.7 
La t in America excluding Cuba 2 .6 2 .4 13.3 11.2 
La t in America excluding Cuba 
and Venezuela 4 .1 2.5 1 . 7 12 .3 10 .4 
Source: ECLA, m the b a s i s of na t iona l s t a t i s t i c s » 




In the second group of countries, excluding Mexico, exports expanded 
very slowly and for long periods remained at a standstill; conversely, their 
purchasing pox̂ er fluctuated sharply as a result of changes in the terms 
of trade. 
Although under different conditions, Colombia and Venezuela have 
embarked on. a...process similar to that undertaken some time ago by the 
countries of the second group, Colombia, xath a relatively low per capita 
: income, attained import coefficients ranging from 12 to 15 per cent in the 
early fifties and has been reducing them by means of an intensive import 
substitution process and strong restrictive measures made necessary by its 
balance-of-payments situation. The drop in Venezuela's import coefficient 
in the last few years is' even more marked. 
Special conditions affect the position of Bolivia and Paraguay, 
although in both cases external purchasing pox̂ er is either at a standstill 
or rising very slowly, and this in turn is largely responsible for the 
very low rate of growth of their domestic product. 
Broadly speaking, and simplifying the analysis in order to emphasize 
the points with which this paper is particularly concerned, it can be said 
that exports, as measured in terms of their purchasing power, constitute 
the dynamic factor of economic growth in the first group of countries. In 
the second group, on the other hand, the internal process of industrializa-
tion and import substitution tended to become the factor of growth. Hoxvever, 
insufficient external purchasing power obviously limits the economic growth 
rate of some countries in this group and makes i*i: difficult for them to 
proceed with import substitution. 
2. Structure of imports, income level and import substitution 
Economic growth, industrialization and the resulting import substitution 
produced a change in the composition of imports (see table 24)• In Latin 
America, import substitution begins with consumer goods and some relatively 
simple intermediate products, and moves on to intermediate products requiring 
substantial investment and to certain types of durable consumer and capital 
, goods. The demand for fuels and other intermediate and capital goods 
increases correspondingly. 
This process produces a change in the relative composition of imports. 
The proportion of consumer goods shrinks while "Uiat of fuels, intermediate 
goods and capital goods increases (see figure III). These struct viral 
changes are .shown by a study of the former pattern in the countries that 
have gone ahead with import substitution, such as Argentine, Brazil, Chile 
and Mexico, and merge even more clearly from a comparison with the 
existing composition of imports in each Latin American country (see 





PERCENTAGE COMPOSITION OP IMPORTS BT COUNTRY, AVSRAO& FOR 1949-51 
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Argentina 7*2' 3 .7 - : , 3 . 5 . 14.3 -53.8 24.7 
Bolivia 26.2 18.8 . ' - 7 .4 ' 5.7 37-5 30.6 
Braz i l 13.1. . 5-2 7 . 9 11.6 ^ ' 31.0 44.3 
Colombia 19.2 12.2 7.Ó 3.3 37.4 4 o . i 
Costa W.ca ' • 39,8 33 .1 6 .7 5.3 , 3 8 . 8 16.1 
Chile 11.1 7 .7 3 . 4 10.9 38.0 40.0 
Dominican Republic 36.8 28.4 8.4 8.7 37. 9 . 13.6 
Eouador 40.2 26.5 13.7 2.6 27.7 29.5 
El Salvador 43.7 31.0 ; 12.7 5.7 •r • 26.1 24.5 
Guatemala Uo.7 31.0 9-7 8.3" 33.4 17*6 
H a i t i . 63.8 55.2 '8.6 3»8 20.1 12.3 
Honduras Uo.9 30.1 10.8 10.6 23.2 19.3 
Mexloo 15.3 7 .9 - ' ... 7 . 4 4 .0 44.7 36.0 
Nicaragua 39.8 25.6 . 14.2 • " " ; 8 - 7 30.4 21.1 
Panaffla* ~ 55.8 45.5 10.3 7 . 1 24.7 12.4 
Paraguay 33.4 27.5 5.9 4 .1 33.8' 22.7 
Peru ' 24.4 I9 .2 
CM • 
IfN ' 1«8 30.3. 43.5 
Uruguay 19.3 13.0 6 . 3 . 3-0 44.1 27.6 
Venezuela 29.9 23.8 6 . 1 1.2 23*7 45.2 





F i g u r e i l l 
LATIN AMERICA : COMPOSITION OF IMPORTS, 1959-61 
(Averages) 
CAPITAL GOODS 
RAW MATERIALS AND 
INTERMEDIATE GOODS 
Colombia prazil^exicc 
Argentina P a r a j a y Uruguay chile 
Ecuador 
¡Dominican Republic P e r u 
uatemalaJ ^Bolivia Gi 
Honduras Venezuela Nicaragua -1 Panama 
El Salvador ! 
Costa Rica 
Note Imports coefficients (percentages) This figure is presented strictly for the purose of illustrating the basic changes in the composition 
of imports of the Latin American countries. The curves therefore represent only trends or general averages 





PERCENTAGE COMPOSITION OP IMPORTS BY COUNTRY, AVERAGE FOR 1959-61 
(Percentages of t o t a l imports f o r each couivbrg) 
Country 
Total 












Argentina 8 .9 3 .5 5 .4 ^ . 7 ... « « 30.2 
Bol iv ia 32.5 22.1 10.4 3.6 33.4 30.5 
Braz i l 5-5 4 .1 . 1 .4 18.0 37 .1 39.4 
Colombia 11.1 6*8 4 .3 1 .8 47.0 40.1 
Costa Rioa 35.3 25*8 9.5 4 .7 38.5 21.5 
Chile 15-3 11.3 4.0 10.2 37.0 37-5 
Dominican Republic 35.7 20.2 15.5 8 . 3 28.2 27.8 
Ecuador 39-5 28.2 11.3 3 .9 29.8 26.8 
El Salvador to. 5 29-0 11.5 6 . 3 37.7 ^ 15.5 
Guatemala 33.7 24.0 9.7 9 .3 3 M 22.0 
Hai t i 62.8 5é.O 6*8 4.7 2k,6 7 .9 
Honduras 4 o . i 29.7 10.4 8 .2 3C.8 20.9 
Mexico 12.9 7 .0 5.9 4 .3 45, U 37.4 
Nicaragua 37.3 27.3 10.0 9 .0 . 32 .3 21.4 
Panama 52.3 37.4 14.9 9.7 23» 1 l 4 . J 
Paraguay 41.9 27.4 14.5 3 .8 33.2 . '-. 21.1 
Peru 2U.5 17.9 6.6 3 .8 35.8 35.9 
Uruguay ' 13.1 9 .1 4 .1 23.0 42.8 21.1 
Venezuela 35.4 25.7 9.7 0 .7 31.2 32.7 
Source: ECLA, on-the bas is of na t iona l s t a t i s t i c s * 
n j Per Bo l iv ia , Colombia, the Central American count r ies , H a i t i and the Dominican Republic the 




Figure III shews that,as a rule, countries with a high import coefficient 
devote at least 40 per cent of the total value of their purchases abroad tp._ 
consumer goods, less than 10 per cent to fuels, some 30 per cent to inter-
mediate goods and the remaining 20 per cent to capital ̂goods. By contrast, 
countries with, low import coefficients devote a much lower share to consumer 
goods; these countries spend 35 per cent on capital goods and 40 per cent 
on intermediate goods (see again table 25)• 
Thus the imports of countries that have made most progress in the 
direction of import substitution have acquired a highly rigid structure, 
since they consist chiefly of essential items having a direct bearing on 
the present level of economic activity and employment and on the creation .. 
of the production capacity needed to increase income in the near future* 
4 ' • • ; 
Accordingly, in the face of a stationary or slowly increasing external 
purchasing power which, moreover, tends to contract even further owing to 
the * servicing of investment and foreign loans, the countries concerned find 
it difficult,or virtually impossible to takeAany action in respect of imports 
without affecting their level of activity or future production capacity. The 
countries which have not reached an advanced stage of import substitution 
can, in principle, go ahead with that process. In fact, in view of the 
difficulties encountered in recent years, they have been restricting imports 
and deliberately promoting import substitution. But there is a limit to 
this process and unless they attain adequate external purchasing power they 
will be faced with the same bottleneck in the future.. 
This should not be construed as an attempt to pass judgment on the 
industrialization process, the aim being rather to point out -.hat in the 
present state of the Latin American economies a development policy designed 
to achieve rational use of resources with a view to raising productivity , 
inevitably calls for a certain level of imports as a means c- promoting the 
industrialization process itself. The problem is how, within the context 
of the world as a whole and of latin America's internal position, to bring,, 
about the conditions required for an expansion of Latin America's foreign 
trade, and thus to speed'up the productivity growth rate by making the most 
of every advantage both .at home and abroad I • 
3 • Effects of thé unfavourable-development-of, 
the external sector in the, fifties 
In the early post-war years, Latin America as a whole registered** 
relatively high export indices, exports representing 20 per cent of the 
gross product. While the physical volume of exports increased slowly, 
their purchasing power rose thanks to the terms of trade. High import 
levels were thereby attained which largely covered the needs which could 
not be met during the war. In those years both product and income registered 
the highest growth rates of the whole post-war period. 
In the first half of the fifties, there was à deterioration in the 




However, while Latin America as a whole did not increase its volume of 
exports its purchasing power rose by 18 per cent compared with the first 
five-year period after the war. 
Latin America, with relatively limited external financing of not more 
than 5 per cent of the value of its exports, thus succeeded in increasing its 
imports by 25 per cent« The product grew at an average annual rate of 
5 per cent, and the import coefficient remained practically stable for the 
Latin American countries as a whole, although it tended to rise in countries 
with relatively few import restrictions and to decline in those engaged in 
import substitution« 
Since 1955* the economic situation in Latin America has developed most 
unfavourably, notwithstanding the fact that the volume of exports expanded 
at the highest rates recorded since the thirties. The average annual volume 
of exports in 1955-61 was 30 per cent larger than for the preceding five-year 
period. At the same time, the deterioration in the terms of trade was such 
as to nullify 60 per cent of that increment in terns of purchasing power. 
In spite of this, Latin America managed to increase its imports^ 
albeit at a much lower rate» It did so by resorting extensively to external 
financing which was made available, partly through the movement of long-
term capital, but which also called for balance-of-payments loans and the 
use of monetary reserves, in view of the difficult external accounts situation. 
The growth rate of the product and income declined and the import 
coefficient fell - an indication of combined import substitution and the 
effect of the restrictive measures established in some countries at the time 
(see tables 26 and 27)* 
4. Effect of thê  jd^eri^ terms ofjbrade 
The deterioration in the external terms of trade for Latin America as 
a whole represented from 3 to 4 per cent of the gross domestic product, 
taking 1950 as the base-year for comparison. If the period 195CU54 is taken 
as the point of reference the percentage loss is about the same. 
Two points clearly demonstrate the effect of the deterioration in the 
external terms of trade on the Latin American economy* One, of a general 
nature, shows that it is responsible for a decline of 20 to 30 per cent in 
the growth rate of the domestic product* The other1 indicates that if a 
comparison is made between the net inflows of capital of all kindŝ  namely 
long-term loans, direct investments and balance-of.,payments loans, their 
combined total during the period 1955-61 is less than the losses in trade. 
While such inflows of capital amounted to some 8,0CQ million dollars, the 
effect of the deterioration is estimated at over 1C,000 million dollars, 
at 1950 prices (see figure IV),, 
The decline in the growth rate and the deterioration in the external 





LATIN AMERICA* PRODUCT, REAL .INCOME, CONSUMPTION, INVESMIT AND EXTERNAL SECTOR, 1945-61 
(Annual averages lii mi l l ions of 1950 do l l a r s ) 
Group of countr ies at;d, 
period 
Gross Real . 
product income 
Total 







por t s 
a/ 
E f f e c t 
of terms 
of trad© 
External Net Import» 
f a c t o r external of goods 
payments f inano- and 
ing se rv ices 








Ch i le , Paraguay and 
Uruguay 
1545-4? - 1950-5* 1955^ 
1958 : 
1959 • I960 
l ° 6 l 
Colombia, Ecuador and 
Peru 
y=> 470 34 310 
m mo 44 180 
58 420 56 720 
58*320 56 54b 
59 950 ' 57 730 
62 960 60 690 
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7 020 -1.160 710b/ 24OV 5 l4o 7 150 -260 780 380 6 430 
9 620 -1 700 990 94O 7 870 
9 490 • -1 780' 94o 1 230 8 000 
10 120 -2 220 920 -750 7 730 1Q 410 -2 270 950 • 920 0 lie 
































1945̂ 9 , 1950-54 
3 850 4 870 4 ilo 600 830 ' 3 130 4.000 - 670 79O -180 -30 • 30b/. 50 550 750 1955-61 6 360 6 150 1 050 5 lio 1 100 «•210 80 90 900 
1958 6 160 5 920 930 4 950 1 060 -240 100 60 7£o 1959 6 530 6.220 890 . 5 220 11 8 0 -310 . 90 -20 760 i960 6 940 " 6 620 • l 070 5 510 1 260 • -32O • 100 . 60 900 
1961.. ? 6 540 1 200 5 770 1 34o -370 110 l4o 1 000 
Central America, Cufcai 
Ha i t i and the Dominican 
Republic 
1945-49 1950-54 i So ^ ̂ 30 370 570 
.3 000 • 
3 790 1 no 1 210 -120 -30 
110b/ io<r -60b/ 30 770 1 110 1955-̂ 1 c/ 5 550 . 5.44o-, 84o 4 64o 1 500 -110 - 80 l4o 1 4;>o 
1958 - 5 500 5 4oo . 880 4 >00 1 560 -100 " 50 270 l'64o 1959 5 560 5 320 860 - • 4 570 1 530- -24o 80 190 1 4oo 
I56O0/ 5 880 5710 870 • 4 800 1 520 -170 uo . 60 1 370 1561c/ 6 190 5 910 . 850 - 4 990 1 620 -280 40 150 1 450 
B r a z i l , Mexico and 
Venezuela 
1945-4? 1950-5̂  ' 
15 74o . i4 890 « 2 770 , li.830 3 24o -850 410b/ • 240b/ 2 100 
21.360 21 2C0 3 720 17 150 3 550 -160 590 ' •260"" 3 c6o 1955-61 30 760 29 670 5 o4o 24 220- 5 210 -1 090 730 3ÔO 3 710 
1958 30 550 29 550 5 130 24 280 5 020 -1 000 670 3 £80 1959 32 420 31 060 5 770 25 110 . 5 530 360 660 48o . 3 5 90 i960 34 090 32 580 5 150 27 090 5 670 510 650 350 3 820 1561 35 9H0 34 i4o 5 390 28 110 6 030 - 1 8oo 660 20 3 i»90 
Source: National s t a t i s t i c s prepared by' ECLA. 
. . . 
a / Including t o u r i s t t rade • , -
b/ Based on the period 19̂ -49. 










LATIN AMERICA : EVOLUTION OF THE EXTERNAL SECTOR, 1950-61 
(Thousands of millions of 1950 dollars) 
Natural scale 
Volume of imports 
of goods and services 
/ 
M 
Volume of exports of goods 
and tourist trade 
"Ei feet of 
terms of 
trade 
Purchasing power of 
exports 
Net external financing 
Net external factor 
payments 





1950 55 60 .61 
Source : ECLA, on the basis of official foreign trade statistics and data 
provided by the International Monetary Fund ^ /Table 27 
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Table 27 
LATIN AMEBICA: REAL UIC CM, IHVESM2ÏT AND EXTERNAL SECTCR, I j t y j - é ì 
(As porcentame of the gross doiaestic product) 
Group of count r ies and period 
Lat in America 
Argentina» Bolivia 
Chile 9 Paraguay and 
Uruguay 
Colombia, Ecuador End 
Peru 
Central America, Cuba, 
Ha i t i and the Dominican 
Republic 
Bras i l y Mexico and 
Venezuela 































































E f f e c t 
of t e r a s 
of 
t rade 
18,0 76,7 19,8 . - 3 . 3 
17,6 80.? 16.1 -o a 6 
17=2 7?. 8 16.5 »2.9 
17»3 80 c l 16 ,3 - 3 . 1 
17.1 78.? I6 .9 - 3 . 7 
16*7 79.6 16 .5 -3o6 
I6e7 79.4 l6„5 - 4 . 0 
21.6 76.1 16.4 - 0 . 1 
1?<7 8o„o 11.6 - 0 . 3 
1? .8 80.2 11.5 - 1 . 8 
1? .5 79.5 l l c 5 - 2 . 7 
17.8 80.2 12,2 -2 .0 
21.4 78.9 12.2 - 1 . 7 
21.4 81.4 11,4 - lo2 
15*6 81.3 17 .4 J t . 7 
17,0 82.1 16,2 - 0 . 6 
16 ,5 80.3 17 .3 - 3 , 3 
15.1 80.4 17*2 -3 ,9 
13.6 79.9 18.1 -4 e 7 
15 .4 79.4 1862 «4,6 
3.6,4 78.9 16 ,3 - 5 , 1 
10.0 80,9 29*9 - 3 , 2 
12.8 85,0 27ol - o , 7 
15 .1 83,6 27.0 -2 o 0 
I6 .0 85,4 28,4 - 1 , 8 
82 e l 27.5 - 4 . 3 
l 4 , 8 8 l c 6 25,9 - 2 . 9 
13,7 8oc6 26,2 - 4 , 5 
17.6 75,2 20*6 - 5 , 4 
17.4 80,3 16 „6 -o„7 
16.4 78.7 16,9 - 3 , 5 
16.8 79,5 16,4 -3*3 
I7c8 77.5 17« 0 
1 5 a 79-5 16.6 - 4 . 4 
15=0 70 „2 16,8 - 5 . 0 
Source: National s t a t i s t i c s prepared by EOLA* 
a / Including t o u r i s t trade» 
b / Eased on the average f o r the period 
Including a very rough est imate f o r "the Caribbean countries* 
External 













2.0 b / 
1 . 8 -
1 . 7 








1 . 5 
1 .5 
2„1 
1 . 3 






1 . 3 b / 
0 ,3 
0,6 
- 0 , 3 b / 
o.'f 
2,5 
l 4 c ! 
n , 4 













0 .8b / 
1.<T 
1 . 3 
2 ,3b / 
o„8 






1 . 4 
1=5 
1 . 0 







-1c 6b / 20.9 
0 .7 24,9 
205 26 a 
4 ,9 29,8 
3 ,4 25.2 
1 ,0 23.3 
2,4 23,4 
2 .6b / 1 , 5 b / 13 ,3 
2.8" / 1.2 14 ,3 
2 .4 1 .0 12 „1 
2,2 1 , 7 12,7 
2.0 1 , 5 12,3 
2,0 1 ,0 11,2 
1 .8 0 ,1 10,0 
/ I n t h e 
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In the temperate^sone countries^ deterioration set In earlier and -was 
already in process at the beginning of the fifties0 In the coffee-grox̂ ing 
countries it became apparent in the second half of that decade,, and 
notably affected the growth rate of the Central American countries from 
1957 onwards (see figure V)e 
Of the major Latin American exports, only in the case of petroleian 
and some metal ores can it be said that the terms of trade improved 
and that sales abroad increased * 
/Figure V 
Figox-a V 
LATIN AMERICA : VOLUME OF EXPORTS, 1935-60 





Co EVOLUTION OF MIANCE-OF^PAYMENTS POSITION: CAPITAL MOVEMENTS 
AND CRITICAL EXTERNAL FINANCIAL SITUATION OF LATIN AMERICA 
1 a Increase in deficits on external current accounts 
Certain conditions inherent in the structure of the external sector 
of the Latin Merican economies are conducive to imbalances in their foreign 
trade accounts0 
In the early years of the post-war period it was possible for such 
trends to be controlled in some measure by virtue of the relatively high 
level of exports and of the external terns of trade. But the slowness "with 
wich exports developed* in the first place, and l.ater, when they expanded^ 
the deterioration in their purchasing power, forced the deficits sharply 
upwards during the fifties (see table 28), 
While in 1946-50 current foreign exchange transactions registered a 
deficit of only 130 million dollars for the Latin Merican countries as a 
whole* the figure in question was quintupled in the first half of the fifties, . 
and, on an average, exceeded 1,100 million dollars during the second half of 
the decade. 
In 1961, if Cuba is excluded for want of data and Venezuela because it 
showed a favourable balance, the accounts of the remaining eighteen Latin 
American countries reflected a deficit in respect of current expenditure 
amounting to nearly 1,500 million dollars„ 
The statistics presented in table 29 show that, with the single 
exception of the Dominican Republic, the external deficits of all countries 
were aggravated during the course of the fifties* 
It is worth while to analyse fluctuations in the credit and debit 
entries on the balance of payments to ascertain the incidence of each on the 
increases in current account deficits,, 
During the first half of the fifties, the annual rise in income from 
exports of goods and services accruing to Latin America (excluding Cuba) 
averaged over 430 million dollars, but in the second half of the same 
decade, the increment dropped to under 300 million dollars yearly (see 
table 30), 
At the same time, commitments under the head of profits and interest 
on foreign investment and loans increased more and more rapidly, so that 
whereas in 1950-55 they absorbed 11 per cent of current foreign exchange 
income, in the second half of the fifties the increment in these services 





LATIN AMERICA: EVOLUTION OP BALANCE OP PAYMENTS POSITION OH CURRENT ACCOUNT 
(Annual averages In mi l l i ons of do l l a r s ) 










i ce s 






t e r e s t 
on 
loans , 




Aö Total Latin.America 
1346-50 5 951-5 564oO 6 515*5 - 4 4 - 1 087 «,4 -5 923.8 -672.2 -48 .8 -721-0 -129 ,3 
1351-55 7 756.9 917*2 8 674.I - 6 680.3' - 1 633*4 - 8 380,3 "875-9 -83.3 -959-2 -665.4 
1356-60 0 / 8 750.0 1 457*9 10 247,3 - 7 774,4 -2 347^2 -10 121*6 --1 OS7.5 -177^2 - 1 274.7 - 1 148.4 
B 0 Lat in America- excluding Cuba 
l ^ S - 5 0 5 233*4 517.7 5 811.1 - 4 364o2 -99O.7 "5 354,9 -626*3 " -42 .3 -668«6 -212 o4 
1351-55 7 051,4 S70..2 7 961*6 - 6 067.3 - l 596*5. - 7 664.4 -830*2 -84,5 -9X4,7 -6l7o5 
1356-60 8 005*6 1 412,3 9 417.9 - 7 038.7 -2 223«3 - 3 262,0. --1 040e3 -177.0 - 1 217*3 -1 o6x„4 
1361 8 228.5 1 650,5 9 879.4 - 7 352*6 -2 288.3 -9 641*5 • -1 COO06 -30606 - 1 307*2 - 1 063.3 
C« Latizi Ameri oa> escludi ih Cuba and Venezuela 
1546-50 4 4o6o5 491*5 4 838.O -3 737*6.. . -858 e6 , - 4 646,2 -320c5 -42 .4 -362,9 ^111*1 
1551-55 5 5l4o8 821 «,3 6 336=1 - 5 212*6 -1 309.9 -6 522,5 -354.6 -S4el . -433 o7 "625cl 
1356-60 5 539*0 1 30C.3 6 847*3 -5 607*6 »1 650,7 - 7 25803 -369 .1 «175.4 "544*5 -955*5 
1561 5 791.1 ì 536.2 7 327.3 -6 253.0 - 1 845.2 • -o 104.2 -454.4 . "285,3 . - 7 3 9 . 7 . - 1 51606, 
Souroe: I n t e rna t i ona l Kouet'ary Fund, Balance of PayteerAs- Yearbook, Vols 0 12 ; 13 and 14« 
a / Inoludiag ne t movements of nonmonetary gold, 
b / inc luding n e t pr iva te donat ions , 
c / Not inc luding Cuba in 1J&J. 
/Table 29 
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Table 29 
LATIN Ai ERICA; EVOLUTION OF BAUNCE^MAYIMTS POSITION ON CUHROT ACCOUNT* BY COWRY 
(AnnviO. averages in m i l l i o n s of d o l l a r s ) 
Groups of countries 1351-55 1956-60 196I 
Group A 
iirgentiiia +8H.9 -177.5 
Bol iv ia -Jo 2 -13c ? "27oU -32«1 
Chile -3M -8M -273.6 
Paraguay - 1 , 3 ~202 -10.2 -10*7 
Uruguay +3*1 "27»3 -53.3 -16O5 
Total Gr^up A -352,7 
Group B 
Colombia -21 e 0 
Ecuador ~5a -'4,3 »12o3 -23*4 
Peru Ja.8 »72.4 +18® 2 
Total Group B «70̂ 6 
Group Ci (Caribbean) 
Cuba +83«,o -860 55/ e • • 
Dominican Republic +7-8 + 2,8 +40*8 
Hai t i +0*8 . - 5 . 2 +o„9 
Total Group Ox + 9I06 -77«6 
Group C2 (Central America) 
Corta Rica «7.5 -2C9 »18a -17 ,7 
El Salvador +7.2 +éc7 - M -1.8 
Guatemala -OA +2,7 -35o9 -28 c 5 
Honduras -5c3 0*0 
Nicaragua -3*1 -7.6 -7a 0 
Panama -17.0 -18 ,7 -3602 -45 06 
Total Group G^ -25,5 -lo8g,§ »loo,>6 
Group P 
Braz i l -288̂ 8 -29706 «292©0 
Hex io 0 -82*? 
Venezuela «101 +7.5 -105,9 
T f t e l Group 1) zlTlhl -327*8 îÔal 
Total Latia A f r i c a . excluding Cuba and Venezuela "625.2 -1 516.6 
Total ?etin A m e r i o excluding Cuba r212?3 -1 061Pk rLiéM Total Latin America -óo505 1̂:8 «3b/ » 9 0 
Source; As f o r t a b l e 28. 
a / 1956-59« 




As "will be shown .at a later stage, the inflow of capital into Latin 
Amerióa increased in volume during this period, but nevertheless the tempo 
of imports slackened in accordance with the evolution of available purchasing 
powero From an average annual increment of 340 million dollars f.o^b», the 
rate of growth decreased to less than 200 million* There was also a decline 
in real terms, for the purchasing power of these dollars at current prices 
decreased* • By contrast, balan.ce«of«pavments deficits on current account for 
Latin America as a whole rose from 80 million dollars per annum to 90 million 
dollars« • ' 
Venezuela exerted a preponderant influence on the figures in question« 
If the analysis is related to the group of eighteen Latin American countries 
which does not include Cuba and Venezuela, the fluctuations th the positive 
and negative balance-of-payments movements are as shown in table 31® 
In the early fifties, the countries in this group increased their 
foreign exchange earnings on exports of goods by an annual average of 
200 million dollars, but in the second half of the decade income from this 
source tended to remain virtually stationary. Cnly income from services, 
pre-eminent among which was the tourist industry, continued to expand, but 
the benefit was reaped by only a few of the countries of the group, in 
particular liexi co • 
If the figure of 24 million dollars that represents the average annual 
increase in export earnings between the two quinquennia of the fifties is 
compared with the figure for the variation in the real value of exports, which 
is estimated at 1,100 million dollars at 1950 prices, the magnitude.of the 
fall in export prices affecting this group cf countries emerges very clearly 
indeed« 
Table 31.reveals, moreover, the upward trend of the burden represented 
by profits and interest.on foreign investment and loans for the group of 
countries under discussion, for while in the first half of the fifties the 
increase in such commitments corresponded to 5 per cent of the increment in 
current exchange earnings from ejqports of goods and the tourist industry, 
the proportion subsequently rose to 20 per cent, without taking into account 
amortization figures* 
In thè upshotj despite the increases in capital inflows which mil be 
studied below, this group of countries had to restrict its imports sharply 
in relation to the potential demand deriving from higher income levels e The 
average annual rate of increase of its imports sank from 300 million dollars 
f.o.b« to 80 million dollars« The stagnation which affected the foreign 
exchange earnings on exports of goods from these eighteen countries as a 
whole is so surprising ths,t it is worth while to. trace the trends registered 
in individual countries« 
As already stated̂  for the group as a whole the annual average 
increase between the two five-year periods was only 24 million dollars* The 
analysis shows that in four countries the income under consideration decreased, 






LATIN AMERICA - VARIATIONS IN BALME-Ol^PAYISTS ASSESS A® 
LIABILITIES ON CURRENT AC COUNT, 1^50 «60 
(Mil.11 ons of d o l l a r s ) 
Between Between 
and 1951-55 ai 
1951-55 195é-éO 
Increase i n : P . , . 1946-50 I I- nd 
Exports gJ -51 1 U56 
(a) Goods faûab-, 1 798 91U 
(b) Services 353 5^2 
P r o f i t s and I n t e r e s t on f o r e i g n 
investment and loans »246 -304 
Imports - 2 J 1 0 - L i 2 8 
(a) Goods foOobo - 1 704 -971 
(b) Services •606 -627 
Excess current outf low ~4O5 -444 
Source; As f o r t a b l e 280 





a/ latin amebica-? variations in balancê f-paykents assets akd 
LIABILITIES OK CURRENT ACCOUNT, I JJO^O 
(Mill ions of d o l l a r s ) 
Ine eas e i h : 
Exports 














P r o f i t s and i n t e r e s t on f o r e i g n 
investment and loans 
Imports 
(a) Goods fcOfibe 
(b) Servioes 
E&oess cu r ren t cut f lcvi 
-70 






So'jroe: As f o r t a b l e 28* 




and Uruguay (- 100 million)^ In three countries, namely, Argentina« 
Colombia and Paraguay, earnings remained virtually unchanged., They 
increased, although in relatively small measure, in Costa Rica and Chile 
and followed more favourable trends in the Dominium Republic 2? million); 
Ecuador (t 36 million)j El Salvador (4- 20 million).; Guatemala (4- 20 million); 
Mexico (4 105 million); Nicaragua (* 10? million) and Peru (* 90 million). 
It must be borne in mind that the foregoing figures relate to an 
average increase over a period of five years, and that for this reason 
they lose relative importance in some cases when they are related to annual-
fluctuation So 
\ 
2<, Capital movements and their share in _e;rfcerâ jfingin cing 
Movements of capital increased considerably during the fifties, and 
combined with trade financing, balance~of~payments loans and the use of 
monetary reserves to compensate the current account deficits examined above0 
During the first half of the fifties, net autonomous capital receipts 
averaged 500 million dollars annually in Latin America as a *:hole, excluding 
Cuba for lack of data. They subsequently climbed to 1,300 million dollars 
and dropped to 1,100 million dollars during 1961« 
As a result of the deterioration in external accounts, financing by means 
of trade debts and balance-of-payments loans tended to increase from a net 
figure of 16 million dollars before the fifties to averages of 130 and 
160 million in later years* For their part, monetary reserves have decreased 
steadily up to the present (see table 32)« 
Latin Americans balance-of-payments accounts show relatively high 
sums under the head of errors and omissions« These figures are thought to 
include outflows of private capital, but the exact amount is still indeter-
minate« If, in order to ascertain the extent to which each of the movements 
of capital contributes to external financing, the figures for errors and 
omissions are subtracted from autonomous capital receipts, it will be seen 
that Latin America Ts aggregate balance-of-payments deficit (excluding Cuba) 
was financed in the following proportions from 1950 onwards: 74 per cent 
from net autonomous capital receipts; 15 per cent from compensatory 
movements and 11 per cent from monetary reservesa 
In some countries monetary reserves were draxn on more intensively 
in the early post-war years to meet the costs of nationalization and 
repatriation of foreign investment and their share of financing is naturally 
tending to shrink since a limit has to be set to tie drain upon thenu 
If Venezuela is exc3.uded so that the evolution of capital movements 
in the remaining eighteen Latin American countries can be traced more 
clearly, net autonomous capital receipts will be seen to have totalled 
1,000 million dollars annually in the second half of the fifties and to have 
risen to as much as 1,300 million dollars in 1961» This trend testifies 
to the importance of these capital movements in Latin America*s external 
financing, although it should be noted that the figures include reinvested 




- Table 3? 
LÂÎ'p AMERICA; ''FINANCING .OF'BALANCE'W'CURROT ACCOUNT 
. •. (AnnVta-li averages in m i l l i o n s of ò o l i a r g) 
Year or 
p e r i o d 



















r e se rves 
( inc rease - ) 
E r ro r s and 
oa i s 3 2 ons 












B , L a t i n America, ekoluding Cyba 
- +15=8 +1x6*4 -
+131^2 +630O 
+15808 +52o2 




- 8 8 . if 
-438e5 
Cc La t in America, e-ioludrng Cubs. p_nd Venezuela 
-73^5 +15C8 , 0 . + 2 M 
+H32O2 +131^2 + j6 3 2 - . • -3*1,5 
+979*3 +118*8 • +66c2 »208o7 
+1 337o7 . +260*8 +3x8.6 '-'400o5 




+ 2 1 2 ^ 
+617*5 
+1 Oélék 
+1 0 6 M 




Sources As f o r t a b i e 28, 
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If recent trends are considered in relation the aims of economic 
development plans, the foregoing data will provide a yardstick for assessing 
Latin America*s future financial requirements should the evolution of its 
external purchasing power take a given coursee 
3 o Met autonomous capital movements 
One factor that should be given due attention in the context of the 
policy of international financial co-operation is the increasing importance 
of long-term loans in comparison with direct investment (see table 33)c 
The figures for the group of eighteen countries show, in fact, that 
the yearly average for net long-tern loans rose from 95 to 320 million dollars 
in the course of the fifties, and even higher during 1961 when net receipts 
are estimated to have been approximately 950 million dollarss 
Direct investment (including reinvestment) climbed in its turn from 
250 to 540 million dollars during the fifties but was only 350 million in' 
1961a Thus, in absolute terms, neo long-term loans came to exceed direct 
investment, even with due allowance made for reinvested profits« 
To illustrate this point, it may be added that the balances of payments 
for the eighteen countries show that commitments under the head of remuneration 
and profits on foreign investment amounted to 350 million dollars annually in 
the fifties while direct net investment averaged 400 million. 
The increase in direct investment towards the end of the fifties came 
mainly from Argentina, Brazil, Chile, Guatemala. Peru and Venezuela, and 
its subsequent decline in 3.961 from an average of 850 to 300 million dollars 
can be ascribed to a reduction in investment in that same group of countries* 
which apparently did not involve either Chile or Mexico0 
It is estimated that 73 per cent of direct investment was made by 
the United States or corresponded to reinvestment of profits on capital 
from that country, while the bulk of the remaining 22 per cent came from 
Vie stern Zurope and Japan« 
In 1951-60 the net long-term loans received by Latin America (including 
Cuba up to 1959) totalled 2,300 million dollars* Of this sum, more than 
1,600 million were supplied by international financial institutions and United 
States Government agencies xvhile about 6CQ million.came from portfolio invest-
ment and medium-tem trade credits, mainly of European originc 
In short, 25 per cent of the long-term loans x̂ ere provided by 
international financial institutions: kk per cent by the various United 
States Government agencies and 31 per cent by other sources, particularly 






LATIN AMERICA: NET AUTONOMOUS CAPITAL MOVMENTS 
(Annual averages In mi l l ion of do l l a r s ) 





Net l e n g - t e m loans 
To p r iva te To publ ic 
s ec to r s ec to r 
Total . 
Net 





k9 Totel_Ls,tin j n er-i 0 a 
' +331*1 ' »224*0 -229^6 +20*0 -37*1 Zktk 
1551-55 +3^3«l +55*9 +63.5 +119*4 +29-3 +86,6 578.4 
J356-6O +919*0" +192®9 +139-2 .+332» 1 +99*3 »2*4 1 352B8 
B,. Latin Amer ica^ P2IC ludili j^ Cuba 
1 3 ^ - 5 0 +329*2 - 5 4 -218a -223-7 +21«0 -6*8 119*7 
1'9&~55 -325^3 . +48.2 +450 i +93*3 +29.2 +63.3 511*7 
1956-60 . +853-3 +183.4 +143,3 +331.7 +58*8 +5*1 1 288,3 
1961 . +273«9 +323-2 +579®6 +302*8 +130-7 • +353'1 354« 3 
C» Latin America* e:rcluding Cuba and Venezuela 
19̂ -50 +123«9 «5-5 -218.0 "223c6 +20« 3 +5*3 «73.5 
1951-55 +252*0 +*f3*0 +45^5 +94o 5 +29* 0 +56.7 +432.2 
1956-60 +5^3«1 +181^7 +139.3 «321.0 +38,7 +16.5 +979*3 
1961 +354.4 +320.1 +625,8 +945,3 +130.5 > 9 3 a . +1 337*7 
Sources As f o r t a b l e 28» 
a/ Including reinvestmsnt . 




The relatively high figure of 9C0 million dollars for net long-tern 
loans in 1961 represented the sum of the development loans granted by 
United States Government agencies, which from 200 million" dollars in i960 
rose to 500 million in 1961, and the medium-term credits extended by 
European banks, which had been only 70 million in' I960 and climbed to 
400 million in the following year* 
Official donations are the other important elrnent in autonomous 
capital movements* They, too, have increased, and in recent years have 
come to represent a net inflow of oyer 100 million dollars for Latin' America» 
A review of the sources of the autonomous capital entering Latin 
America in the fifties shows that the United States accounted for 72 per 
cent of the total, international financial institutions for 6 per cent, and 
Western Europe and Japan for the bulk of the remaining 22 per cent« 
4« ^t_ compensatory movements 
Despite the sizable increase in the inflow of autonomous capital, and 
notwithstanding import restriction and substitution, the shortage of current 
exchange earnings had such an effect 011 the area*s balance of payments that 
the Latin American countries were forced to resort, extensively at times, 
to compensatory financing« 
•Table 32 presents the figures for these movements' under two headings: 
trade debts and balance-of-payments loans, and. monetary reserves,? Trade 
arrears, were relatively large for. some couvtries and led to the signing of 
consolidation agreements or to refinancing by means of balance-of-payments 
loans» In 1951~60 loans of this kind plus trade debts are estimated to have 
.amounted to roughly 1,6.00 million dollars, and may "fell have been even more0 
Utilization of monetary reserves, can be measured by the net gold and foreign 
exchange balances in the hands of the monetary authorities0 During the 
fifties the aggregate balances for Latin America as a whole, excluding Cuba, 
shrank by about 600 million dollars e If Venezuela, which was able to add to 
its rese.rves, is. not taken into account, the losses suffered by the group of 
eighteen countries amounted to more than 800 million dollarsa . . 
The same trend continued in 1961, and statistics show a drop of 
350 million dollars in net reserves« This substantial sum testifies to the 
heavy ( drawings on foreign exchange obtained from earlier loans and creditse 
5o Evolution of total ̂purdmsing^ppwer 
Earlier in this paper, an examination was made of the evolution of 
Latin Americans purchasing power as regards the trend, of exports and the 
terms of tradec An analysis was undei'taken to determine, in real terms, the 
influence of the external sector on the purchasing power of exports and on 




It would be useful at this juncture to complement that analysis by 
reviewing the influence of capital movements and servicing commitments cn 
external accounts« This would help to complete the picture of Latin Americans 
present financial situation and to shed light on certain aspects which are 
salient to the determination of future financial policy« 
Table 34 presents statistics on the evolution of exchange earnings 
from exports of goods and services and the additional purchasing power 
generated by net autonomous capital movements*, The foreign exchange from 
these two sources has to be used to pay remuneration and profits in respect 
of external factors of production and to service balance~of~par/ments loans 
and trade debts* The balance represents the income available for importing 
goods and paying for external service* 
As the value of their imports of goods and services outstripped their 
purchasing power, the Latin American countries had to resort to compensatory 
financing in the shape of trade credits or balance-of-payments loans« 
drew upon their own reserves or incurred trade arrears® 
The analysis should take into account private capital outflows which 
are thought to have reached sizable proportions and are entered under errors 
and omissions although their exact amount is not known* 
Table 34 gives a clear picture of the incidence of various factors on 
the evolution of external accounts* In the first place existing purchasing 
power is unable to satisfy import donand for goods and services despite 
import substitution and restrictions« The result is an increasingly large 
deficit which has had to be covered by compensatory financing* Secondly, 
export income from goods and services, which is one of the positive elements 
in purchasing power 5 has been very slow to improve and its tempo becomes 
even slower if the group of eighteen countries excluding Venezuela and Cuba 
is considered. Thirdly, servicing obligations have become much heavier 
especially if amortization of compensatory loans and trade arrears is taken 
into account® 
It is apparent from this analysis that whereas the foreign exchange 
available to Latin America (excluding Cuba) for its imports increased during 
the fifties, first at the average rate of 430 million dollars a year and 
subsequently of 300 million dollarŝ  exports and net autonomous capital 
receipts before deductions for errors and emissions rose at average rates 
of 500 million and 440 million dollars respectively9 The disparities are 
due to the fact that the increase in financial servicing and the outflow of 
private capital took up part of the additional purchasing power acquired 
by the Latin American countries from their exports and autonomous capital 
receipts* Table 35 shows the variations that took place on the credit and 
debit sides of purchasing power in the post-war period« 
In the first half of the fifties the increase in the income available 
for imports of goods and payment of services was virtually equivalent to 
the increase in income from exports of goods and services9 The inflow of 






LATIN AMERICA: TOTAL PURCHASING "POTJER AND IMPORTS OF GOODS AND SERVICES 
.(Annual averages in ro5.11 ions of d o l l a r s ) 
Total purchasing power 
Exports 
Year 
o r period 
faOebo 
Er ro r s 
Services Total 
Anoi-tiza-
Net ' t i on of 
a u t o - „ J . de fe r red 
noaous " e ? r t c ™ a l import • Sub- to ta l ' and 
o a p i t a l i a ( > t c r payments omis-
mcve- P s ^ e n t s oad b a l - s i o n s 
ments anoe->of~ 
p a r e n t s 
. . , . • . ,1 nana ~ 
Total 
Imports 
of goods Balance 
and s e r a y 
vices"* — 
A. Total Latin America 
1946-50 5 951.5 564.0 6 515.5 +84.4 -721.0 -44.2 5 K34.7 - 4 7 . 3 5 787.4 5 923.8 -136.4 
1951-55 7 756.9 917.2 8 674.1 +578.4 -959.2 - 1 2 7 a 8 166.2 -89 .5 • 
VO 
CO « 8 380.3 
-30306 
195ó..éOb/ 8 750.0 1 497.9 10 247.9 +1 352.8 - 1 274.7 -172*3 10 153.7 -493.1 9 660.6 10 121.6 -461.0 
B. Lat in America, excluding Cuba . 
1546-50 5 293.4 517.7 5 811.1 + I I 9 . 7 -668,6 -44.2 5 218.0 -39 .5 5 178.5 5 354.9 -176.4 
1951-55 7 091.4 870.2 7 961.6 +511.7 -91^ .7 - I 2 7 . I 7 431.5 - 8 8 . 4 7 343.1 7 664.4 -321.3 
1956-60 8 005.6 1 412.3 9 417.9 +1 288.9 -1 217.3 -172.3 9 317.2 -438 .5 8 878.7 9 262.0 -3ß3.3 
1961 8 228.9 1 650.5 9 874.4 + 954.3 -1 307.2 -193°7 9 532.8 -457.8 8 875.0 9 641.5 -766.5 
C, La t in America, excluding Cuba and Venezuela 
19^6-50 4 406.5 491.5 4 898.O -73 .5 . -362.9 -44.2 4 417.4 +24.8 4 442.2 4 646.2 -204.0 
1951-55 5 514.8 821.3 6 336.I +432.2 -438.7 -127.1 6 202.5 -34 .5 6 168.0 6 522.5 -354.5 
1956-60 5 539.0. . 1 308.3 6 847.3 +979»3 -544.5 -172.3 7 109.8 -20&.7 6 901. I . 7 258.3 -357.2 
1961 5 791.1 1 536.1 7 327.3 +1 337.7 -739.7 -160.4 7 764.9 -400,, 5 7 364.4 8 104,2 -739,0 
Source: As fo r t a b l e 28, 
a / This balance i s equiva lent , and of an opposite sign, to gross c r e d i t s in the form of defer red import payments 
and balance-of-payments loans plus v a r i a t i o n s i n the n e t holdings of monetary a u t h o r i t i e s ( i n o r e a s e - ) . . 






LATIN AMERICA'": VARIATIONS IN TH£ POSITIVE AI® NEGATIVE COMPONENTS 
OP PURCHASING POWER, I350-60 
(Mi H i one of d o l l a r s ) 
Increase in : 
J&ports 














Net autonomous c a p i t a l 
Errors and omissions 
392 777 
•350 
P r o f i t s and i n t e r e s t on fo re ign 
investment and loans •2*46 •303 
Amortization of compensatory loans 
and t r a d e debts £ 3 «45 
Income ava i l ab le f o r imports of 
goods and services 2 164 1 535 
Saures: As f o r t a b l e 28. 




The comparative position of these figures in the accounts changed 
very little during the second jhalf of the fifties« "Once again the additional 
inflow of autonomous capital was largely counterbalanced by higher service 
payments and larger entries for errors and omissions. 
In view of the ̂importance of Venezuelans external financial movements, 
table 36 relating to the other eighteen Latin American countries should be 
considered separately* These countries1 aggregate purchasing power for 
imports and payment of services also increased in the fifties although in 
that same period there was virtually nq increment ici export earnings* 
As indicated in table 36, the annual average for net emulative 
receipts of capital in 1951-55 was 500 million dollars more than the 
corresponding figures in 1946-50* In the latter part of the decade 
receipts continued to rise, their annual average being 540 million dollars 
more than in the first half* As a result, the supply of income available 
to the eighteen countries for import purposes was larger than their export 
earnings, but this margin of purchasing power constituted less than ha3-f the 
increase in autonomous capital because of the cost of financial servicing, 
including errors and missions» 
69 The critical state of Latin America fs external financial position 
The evolution of Latin America^ external accounts may be .summed up 
as follows: 
(a) From 1955 onwards the quantum of exports expended at one of the 
highest rates observed since the Depression, i.efl approximately 4*5.per cent 
annually, but the deterioration in the external terns of trade was such that 
it wiped out two-thirds of the purchasing power of exports, and for Latin 
America (excluding Cuba and Venezuela) current export earnings in foreign 
exchange remained virtually at a standstill. 
(b) ' The Latin American countries disposed tif a relatively large volume 
of net capital from long-term loans and direct investment, but the effect, 
of this on purchasing power itfas reduced by the increase in financial service 
payments. 
(c) The growth rate of imports had to be reduced,, but although substitution 
continued, the rate of income improvement began to flag ana external indebted-
ness increased« 
(d) The burden of servicing thus became much heavier, and the ensuing 
external financial situation revealed by the balances of payments is 
extremely rigid and unsatisfactory and presents a formidable barrier to the 





UTIN AMEPICA1^ VARIATIONS IN THE POSITIVE AND NEGATIVE COMPONENTS 
OF PURCHASING POWER, 1950-60 
( J S l l i s m ^ X ^ l l ^ ) 
Increase ins 
Exports 1 433 511 
(a) Goods f . ^ b , 1 108 2k 
(b) Servioes 330 487 
Net autonomous c a p i t a l 5^5 5^7 
Errors and omissions «59 «174 
P r o f i t s and i n t e r e s t on fo r e ign 
investment and loans -7^ -106 
Amortization of compensatory loaiis 
and trade debts «=83 
Income ava i l ab l e f o r imports of 
goods and se rv ices 1 725 733 
Source: As t o r t a b l e 28p 
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The following data will serve to round off or synthesize this analysis: 
(i) Towards I960 monetary reserves accounted for only 25 percent of 
the total cost of annual imports of goods and sendees, and for far less if 
short—term liabilities are discounted and net -reserves and assets taken into 
account. For example, the relation betî een•net reserves and annual imports 
in Uruguay" dropped from B8 per cent in 1951 to U2 p^r cent in I960, in 
Argentina from 31 per cent (1951) to 10 per cent (1961/ and in Brazil frca 
30 per cent (1953) to 2 per cent (1961). 
(ii) If the relation between interest and amortisation commitments and 
current exchange earnings is examined under every head, it mil be set;:*: tliat the 
original figure of 5 per cent rose to 11 per cent during the fifties and 
to 15 per cent in recent years (see table 37)« 
(iii) In the group of eighteen' countries excluding Cuba and Venezuela, 
the coefficient for commitments of this kind in 1961 was 17 per cent, of 
which k per cent corresponded to interest and 13 per cent to amortization.. 
(iv) Another commitment constituting a drain on current exchange 
earnings are profits on direct investment. These have tended to maintiin 
the same relation to export earnings but because of the latter* s slow ¿rowth 
they represent a sizable amount fluctuating between 10 and 11 per cent. 
These coefficients indicate t'he average situation in the group 
considered, but there are some countries itfhose situation is even more 
critical« 
It is clear from all that has been said that the Latin American 
countries are facing serious difficulties, not only in their attempts to 
meet their servicing commitments but also to increase their indebtedness 





LATIN AMERICA: FINANCIAL SERVICING 
(Percentage of current f o r e i g n , exchange earnings) 
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Sources As f o r t ab l e 28* 
2 / Including re- investment . 
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D. IAT3N AMERICA'S ECONOMIC DEVELOPMENT PROSPECTS AND 
FOREIGN TRADL REQUIREMENTS 
1. Prospects for economic growth under present internal 
and external conditions 
The pattern of Latin America's economic development after the war 
provides an objective frame of reference for evaluating its development 
prospects. The gist of the first three sections on that subject is 
as follows: the average annual increase in Latin America's aggregate 
income is estimated at less than 5 per cent» While the purchasing po^sr 
of its exports expanded at an annual rate of 2,7 per cent, it was able 
to increase its imports at an annual rate of nearly 4 per cent through 
intensive use of external credit and its own monetary reserves. In the 
last few years, the rate of growth slackened, the region's external 
indebtedness increased and it is currentljr having great difficulty in 
meeting its financial service commitments. 
What, it majr now be asked, are latin America's economic development 
prospects under present external and internal conditions? "While the best 
way of answering this question would be to examine the prospects of each 
country in detail, as will be done later, an over-all evaluation vail 
suffice at this point, since most of the Latin American countries are 
affected by the same adverse factors in respect of their external sector. 
For the purposes of this evaluation a very limited annual growth rate of 
not more than 2 per cent per capita will be chosen on the assumption that 
the purchasing power of Latin American exports will continue to grow at an 
annual rate of 2.7 per cent and that the region as a whole mil maintain 
the process of import substitution and restriction that it pursued during 
the whole of the post-war period. 
In these circumstances, Latin America's-import requirements towards 
1966 (excluding those of Cuba) would total 10,000 million dollars at I960 
prices. Moreover, its commitments under the head of profits and interest 
on current investment and debts would be roughly 1,400 million dollars. 
Consequently, with a hypothetical income of 9,700 million dollars, Latin 
America would have a deficit of over 1,700 million dollars. 
Caj>ital inflows in the form of direct investment and long and 
medium-term loans would have to be used to wipe out the deficit, to "write 
off current debts and to service fresh debts acquired. Amortization of 
current debts may represent 800 million dollars. Consequently, gross capital 
receipts would have to be as much as 2,500 million, quite apart from the 




The gap between commitments under the head of i sports and financial 
servicing on the...one hand and .projected export .income on the other would 
continue to widen up to 19.70* thereby increasing the deficit on current 
account to about 2,300 million dollars. At best, amortization of current 
debts might have dropped by then to 400 million dollars which means that 
capital inflows would have to be more than 2,700 million, always excluding 
the servicing: of new investment and loans. •• 
A relatively intensive process o:f import substitution has been 
tacitly'assumed for Venezuela iri the projections. The deficit on c u r r e n t 
account should therefore'be largely attributed to the remaining eighteen 
countries. Any change made In the projection for Venezuela is lia.ble * 
to increase the deficit accordingly (see tables 38 and 39). 
If the purchasing power of Latin America1s exports increases at 
an average of 2,7 per cent as in the past, annual net external financing 
would have*to double in the brief space of four or; five:years, and by 1970 
would have to be two and a half times as much as it is now. 
This would be the situation despite import substitution and restriction 
which would reduce the present import coefficient from 11.2 per cent 
to 10.3 per cent by 1970. Moreover, the per capita growth rate postulated 
for the product is 2 per cent, which means that it would take thirty-five 
years to double average current income. 
In short, unless there is a change in the economic and financial 
conditions, both external and internal, which affect the Latin American 
economy, Latin America will obviously find it extremely difficult to 
achieve even low rates of growth. 
e 
This opinion is confirmed by the situation and outlook of world 
trade, since the commodity analysis undertaken in chapter III shows that 
total exports cannot be expected to increase more than 2,5 per cent. 
2. Additional purchasing power obtainable through an 
improvement in the external terms of trade 
In the foregoing analysis, exports were projected as increasing at 
the rate of 2.7 per cent»' if the external terms of trade continue to fall 
as they did iii the fifties, the volume of exports would have to expand 
proportionately in order to maintain the level of purchasing power 
envisaged. 
In order to show the extent to which the deterioration in the terms 
of trade has been instrumental in reducing Latin America's rate of growth, 
and to indicate what would be likely to happen if they improved, some data 
will be given on the extra volume of purchasing power that would be 
obtained if Latin America's traditional exports achieved in 1966 and 1970 
the purahasing power in terms of imports that they had in 1950-54 (see 
table 40)• 
/Table 33 
K / C N . 1 2 / 6 9 3 
Pa?e 65 
Table 38 
LATIN AMERICA: a / PROJECTIONS OP THE PRODUCT AND THE RESOURCES AVAILABLE 
FOR CONSUMPTION AND INVESTMENT, ASSUMING A 2 PER CENT 
GROWTH RATE IN THE PER CAPITA PRODUCT 
(Mill ions of i960 do l lops) 




Imports b / 





net t o u r i s t 
t r a d e 









































a / Excluding Cuba, 
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LATIN MSIGir* PROJECTIONS OP THE BALANCE OP PAYMENTS POSITION ON CURRENT ACCOUNT, 
ASSUMING A 2 FER CENT GROi/lH RATE IN THE PER CAPITA PRODUCT 










P r o f i t s end 
i n t e r e s t on 
f o r e i g n 
and ne t c . i . f . y investment . 
t o u r i s t 










i t u r e 
Balance 
* on 





ex i s t ing 
debts 
7 980 7 600 1 070 8 670 
8 310 . 8 130 l 170 9.300 
8 530. 8 300 i 260 9.560 
8 280 8 010 1 170 9 180 
9 710 10 070 1 -390 11 46o 




amort izat ion 
of ex i s t ing 
debts -
-690 - 1 070 - - 1 760 
•990 j -1 ISO -2 IHO 
- 1 030 . - 1 1U0 -2..170 
-900 - 1 120 -2 020 
- 1 750 -730 - 2 5H0 
- 2 3^0 -330 - 2 730 
b/ Excluding Cuba* 
y Including ne t services* 





LATIN AMERICA: PROJECTIONS OP ADDITIONAL PURCHASING TQWti CP EXFOR' 
IN 1966 AND 1970, IN RELATION TÖ THE TEEMS CP TRADE, 
ASSUMING AN aNNUAL GROWTH IN EXPORTS OP 2 .7 PER CENT 
- (Mil l ion of d o l l a r s a t i960 p r l o e s ) 
Year or per iod 
" Value of Additional 
exports purchasing 
• -* • * . . . 
power 
Average 1959-61 8-026 . 
1966 9 ^17 1 990 
1970 10 477 2 130 




The relevant calculations show that if by some means the purchasing 
power of exports were to be increased until its unit purchasing power was 
the same as in 1950-54* the additional income accruing rould be equivalent 
to the deficit on current account envisaged in the projections based on 
the hypothesis of a 2 per cent increase per capita. 
This means that Latin America would be able to pay for projected 
imports and to service its current investment and debts. In certain 
conditions, the increase in direct investment and the net inflow of 
foreign capital would produce sufficient additional resources to enable 
it to step up its past rate of growth. 
It should be stressed that these estimates are based on aggregates 
for Latin America as a whole, and are merely intended to provide soue 
elements for quantifying the problems, A more detailed analysis on the 
same lines would entail a separate examination of each country and export 
item since, as pointed out before, there are short-tem fluctuations in 
the terns of trade indices, and even more marked variations in the volume 
of exports. 
3• The gap between Latin America's import requirements 
and purchasing power 
The foregoing projections assume a specific rate of import substitu-
tion and an economic growth target of 2 per cent per capita. 
In order to determine Latin America's foreign trade requirements 
and to provide some bases for analysing the fundamental aims of foreign 
policy in the light of the region's development needs, it has been thought 
advisable to make, for each country, a more detailed study of import 
demand, the tempo at which import substitution is likely to proceed and 
the size of the potential deficit in external purchasing power, due 
allowance being made for the servicing of current investment and debts. 
For the purposes of this analysis, it has been assumed that up 
to 1965 or 1966 the per capita rate of growth will be slightly higher 
than before and that it will remain at around 2 per cent, rising in 
the second half of the decade to 3 per cent. 
A rate of 3 per cent is not easily accessible to the Latin American 
economies under present internal and external conditions. But it is a 
reasonable planning objective for the second half of the decade, and 
cannot be regarded as unduly optimistic if minimum consumption and 
employment targets are to be fulfilled, given the present level of living 
and a population that is increasing at an annual rate of 3 per cent. 
What is attempted here is to determine the minimum resources 
required to achieve certain development targets, or, to put it another 
way, to discover the size of the gap between import requirements and 
purchasing power with a view to establishing the objectives of a national 





4. Import requirements 
In view of the different economic growth structure's and stages of 
development reached by the Latin American countries, a technical analysis 
will have-to be made by countries and trpes.= o.f commodities in order to 
calculate import requirements. Imports, have therefore been classified 
in five groups: (a) non-durable consumer .goods; (b) durable..consumer 
goods; (c) intermediate goods; (d) fuels; and (e) capital goods* 
. . The functional ratios existing in the last thirteen: years -between 
imports of consumer goods arid total consumption or domestic income, between 
imports of.fuels and-intermediate goods „and the domestic product and between 
imports of capital gocds and domestic investment have been worked out 
for. each country. These ratios are expressed 'in ternis of elasticity 
coèfficients that reflect the variations of each of the five categories 
of - imports in relation to the evolution of total consumption,. the product, 
income and.domestic investment. 
The elasticity coefficients thus obtained are presented in -per capita 
terms in table 41» In some cases, the correlations are not particularly 
significant as the Variables, have been affected by such factors ns 
restrictive measures,, changes in composition and shortcomings in national 
statistics. 
Nevertheless the comparison yields some- interesting conclusions, 
which are given below. 
(a) Fuels 
In most countries, fuel imports have increased nore rapidly than 
the gross product. In fact, the coefficients of per_c:irita product 
elasticity are higher than unity in Brazil, Ecuador, Pevu, Uruguay and 
all the Central American countries. They are lower than unity and 
influenced by various factors - local production, the tempo of import 
substitution and changes in.composition - in Chile,•Colombia and Kexico*-
Some of these countries do riot import'much fuel and fuel imp'orts thus 
carry little weight» 
Generally speaking, it may.be concluded that import demand for 
fuels in non-producing countries will tend to expand ir:ore than the 
gross product, thereby bringing pressure to bear on the over-all import 
coefficient (see table 41). 
(b) Intermediate goods 
Imports of intermediate goods follow the same behaviour pattern 
as fuels, despite the substitution process taking place in a number of 
Latin American countries. Mexico is the only country in which the 











Raw mater ia ls 
and intermediate 
products 
Capi ta l goods 
r E i r 
E 2 r E 3 . r S4 
Bol iv ia 0.39 -0.621 2 / 0.78 3.548 0.54 0.900 0.42 0.536 
Braz i l 0.49 -1.039 si 0.64 1.148 0.20 0.260 o.i4 0.413 
Chile 0.68 2.647 0.05 -0.178 O.I9 0.669 0.60 1.039 
Colombia 0.70 «3.752 0.37 -2.731 0.78 2,141 0.87 1,254 
Ecuador 0.8* 2.139 0.87 3.467 0.83 2.273 0.89 0.720 
Paraguay 0.1*2 0.757 0.01 0.042 0.13 0.251 o.4o 0.610 
Peru 0.75 1.586 2 / of88 4.392 0.97 2.166 0.91 0.923 
Uruguay 0.57 -2.17o 0,28 2.033 0.48 1.059 0.91 2,901 
Venezuela 0.38 -0.153 0.35 -0.949 0.83 0.997 0.86 1.790 
Costa Rica 0.80 0.509 2/ 0.58 1.819 0.67 0.93 1.087 
Dominican Republic 0.18 1.091 a/ 0.15 0.872 o.o7 0.355 0.81 1.354 
El Salvador 0.87 2.267 2 / 0.54 2.208 0.66 3.025 O.85 0.546 
Guatemala 0.40 0.834 2 / 0.72 1.806 0.65 1.628 0.83 1.283 
Hai t i 0.7** 6.571 0.34 1.719 0.62 4.094 0.44 0.977 
Honduras 0.85 2.063 0.53 2.754 0.37 2.652 0.69 0.908 
Mexico 0.45 -0.539 2 / 0.21 0.711 0.77 0*832 0.16 0.198 
Ni car agua o.?5 2.114 0.86 1.514 0.97 2.724 0*87 1.935 
Panama o.4i o.4o7 0.89 2.696 0.75 ?..912 0.78 0.611 
touroet ^OhX.j on the b a s i c of na t iona l wtat lnt loe« 
Note: r = Corre la t ion c o e f f i c i e n t . The E syn&els represent the e l a s t i c i t y c o e f f i c i e n t s between per capi ta 
imports of the var ious types and other per cap i ta v a r i a b l e s , as fo l lows: 
E^ — Inports of non-durable consumer goods and p r iva t e oonsumption. 
E = iUel imports and gross domestlo product« 
2 
E^ = Imports of raw mater ia ls and Intermedia te products , and gross domestlo product* 
E^ — Imports of c a p i t a l goods, and f ixed gross investment. 





While this is also true of Brazil, its coefficient, is less valid. In 
the majority of countries, aggregate imports of intermediate goods have 
kept pace with or outstripped the grô rth of the dcmestic product. The 
particularly high coefficient for Argentina may be partly a question of . 
.deficiencies in industrial production statistics or may be due to 
limitations imposed by other factors, but, in any case, demand for 
intermediate goods is known to have increased rapidly in that country 
notwithstanding import substitution. 
(c) Capital goods 
In the last thirteen years imports of capital goods increased on 
a-par with or more rapidly than domestic investment in half the Latin 
American countries. Particular circumstances, such as changes in 
investment composition, import controls and even statistical shortcomings 
detract from the significance of the coefficients in some countries. 
Moreover, it is clear that the import substitution process in Brazil 
and Mexico is already having an effect on imports of capital goods there. 
The high import content of domestic investment means that imports 
of capital goods would increase rapidly if the productfs rate of growth 
were accelerated. 
5• Total import requirements and potential deficit 
(a) On the assumption that import demand will continue as before 
On the basis of the foregoing elasticity coefficients, and,in some 
cases, of input content coefficients, an estimate has been made of Latin 
America!s import requirements and potential deficit should the per capita 
economic rate of growth rise to 3 per cent (or 6 per cent in over-all terms) 
during the remainder of the present decade and should import demand continue 
as before (see table 42). Import requirements vroulc climb from 8,000 million 
dollars in I960 to 11,500 million in 1966 and to 14,000 million dollars 
in 1970. The average import coefficient would tend to increase from 
11.2 to 12.0 per cent. Demand for capital goods, intermediate goods and 
fuels would all play an important part in determining this increase, but 
more especially the demand for capital goods. 
The increase in imports of capital goods is seen to depend on 
replacements and on the amount by which production capacity would have to 
expand to raise the average over-all growth rate of the domestic product 
to 6 per cent from 1965 onwards. On the other hand, imports of fuels 
and intermediate goods would be able to keep up with this rate of growth 
becausu of their high elasticity. 
The group of countries which previously had a 3*elatively open 
growth structure will, according to the projection, tend to maintain the 





LATIN AHEIUCA: a / PROJECTIONS OP IMPORTS AND OP WE PO TENTI AI. DEFICIT ¿SSiMTG A 3 P£R CENT GROWTH 
RATE IN HIE PER CAPITA GROSS PRODUCT AND CONTINUATION OF THE PAST TREND IN TIiE DEIIAÎTD FOR IMPORTS 
(Mil l ions of d o l l a r s a t i960 pr ices ) 
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a / Excluding Cuba, 
b / Including ne t s e rv ices . 





volume of imports, while somewhat smaller than that of the other groups, 
none the less has a bearing on the estimate of total requirements. 
On the assumption that exports will increase at an annual rate of 
2.7 per. cent, the potential.deficit on current account would be more . 
than 2,800 million dollars by 1966 and than 4,000 .million by 1970. These 
figures represent the gap between potential import demand and commitments 
under the head of profits and interest on current investment and loans 
on the one hand, and exports on the other, not counting the additional :,Hids 
required to amortize thé current debt ; and to service new investment and 
additional debts that'might be incurred. 
(b) On the assumption that import substitution will increase 
In order to have a.point of reference, representing minimum import-
requirements, an alternative hypothesis has been put forward envisaging 
an intensification of the substitution trend in the last few years. 
Two estimates have been made. One, to be referred to as A, is bs^ed 
on the assumption that the countries where import substitution is making 
most progress will reduce their import.coefficients in the sixties to the 
same extent as in the past, xvhile those that increased their inr.v't 
coefficients, particularly the Central American countries, Chile, Ecuador 
and Peru, will maintain them at the same level. 
The second estimate, to be termed B, assumes a "normal ratio" between 
the volume of imports and the volume of the domestic product, in keeping 
with their current levels in Latin America. In this case, the countries 
with relatively high import coefficients would tend to reduce them, 
supposedly by"resorting to intensive substitution or restriction, until 
they had acquired the same structure as the countries where substitution 
is well advanced (see figure VI). The two estimates should be considered 
as representative of a process of intensified import substitution or 
restriction. ' 
Estimate A shows that if exports expand at the rate of 2.7-per cent 
annually, the gap in transactions on current account would amount. 
to 1,300 million dollars by 1966 and 1,500 million by 1970 (see table 43)• 
The deficit revealed by estimate B would, be 1,600 million dollars 
by 1966 and 2,500 million by 1970. In both cases the potential deficit 
would tend to exceed the current level. It should be borne in mind that, 
as in the case of the other hypotheses, no provision has been made for 
amortization of current debts or the servicing of new investment and debts. 
According to estimate A, the import coefficient, would drop from its 
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product of the trends in the following countries? Argentina, (from 
8.3 to 8.0 and 7.7); Brazil (8.4 to 6.9 and 5*6); Colombia (7.6 to 6.3); 
Mexico (11.1 to 8.5) and Venezuela (17.5 to 12.1). In most of these 
cases such reductions would be very difficult to achieve, especially as 
more capital goods would be needed to step up the productTs rate of 
growth. 
Estimate B envisages a slower decline in the average import coefficient 
from 11.2 to 10.5 in the course of the decade. It is, however, expej'ec3 
that Venezuela^ import coefficient, which is 17#5 at present, will be 
drastically reduced to 10.4 by 1966. 
It is thus generally apparent from both estimates that, during the 
sixties,the total import coefficient would have a limit of approximately 
10 per cent, which may be hard to achieve under certain development 
conditions, particularly if capital goods requirements are taken into 
account. 
To sum up, the difference between requirements and commitments 
under the head of profits and interest on current investment and debts 
on the one hand, and projected exports on the other, would fluctuate 
from 1,500 to 2,900 million dollars by 1966 and from about 2,000 to 
over 4,000 million in 1970, depending on whether import substitution 
and restriction increase sharply or whether the same pattern of import 
demand is maintained as in the past. 
The conditions in and the profitability and efficiency idth which 
the Latin American countries would be able to press forward with "the 
process of import substitution and achieve the minimum targets specified 
will not be dealt with here. In any case, whatever doubts are entertained 
about these projections, it is obvious that unless Latin America improves 
its external purchasing power it will not be able to increase its present 
rate of growth. 
The potential deficit revealed in the hypothesis of a 3 per cent 
rate of growth would have to be.covered in some or all of the following 
ways: 
(a) Increasing the purchasing power of traditional exports; 
(b) Expanding the volume of traditional exports; 
(c) Diversifying exports so as to share in the market for manufactured 
products; 
(d) Intensifying import substitution within reasonable limits; 
(e) Obtaining adequate international financial co-operation. 
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E. • DEVELOPMENT POLICY, FOREIGN TRADE AND INTERNATIONAL , 
. - • FINANCIAL • COrOPERATION • \ - , 
1. Meed for integrated internal and external ~ _. 
development policies in latin America 
A study of the economic and financial status of the Latin American 
countries, and an evaluation of their development prospects within the 
existing world paporama, m^kes^it clear,that-a deliberately-planned -economic 
development policy must take into consideration,, simultaneously and on m 
integrated basis, both internal and external problems. 
The inadequacy of the means projected in the preceding chapter, even 
for the attainment;of growth t.argets as modest as that of 2 per cent per 
capita, calls for energetic measures which will enable available production 
capacity to be fully utilized, the productivity of resources improved and 
national savings increased, in order to form the additional capacity 
required for the acceleration of the present rate of income growth. 
Even if significant co-operation or financial assistance were obtained 
from abroad,, this alone would not suffice to ensure social and economic 
development, without the. introduction of the basic, reforms that ECLA has. 
been insistently advocating. 
The acceleration of the rate of development, whether 5 or 6 per cent 
per annum is the target'proposed, fundamentally depends upon,.the formation 
of capital whose import component averages 24 per cent for the region as 
a whole, and in many countries is much greater. 
In turn, the raising of income levels and the' expansion of internal . 
economic activity necessitate increasing quantities of fuel, intermediate, 
products and certain consumer goods, despite the intensification of the „ 
import substitution and restriction processes discussed in earlier pages. 
Consequently, during the next five or six years, imports will have 
to be increased to substantial figures, whose orders of magnitude, as 
indicated in the projections analysed in the preceding chapter, speak for 
themselves, whatever may be the objections to analyses of this nature. 
It is therefore a wide gap that opens between, import requirements and 
current financial commitments under the head of investment and loans, on 
the one hand, and, on the other, the capacity for payment that Latin America 
is likely to have at its disposal, given the circumstances and prospects 
that may reasonably be foreseen today, unless the external factors limiting 
the region?^ economic growth take -a turn: for- the -better. 
This gap will have to be -filled by means of a substantial improvement 
of external purchasing power, in terms of exports and of international 
financial co-operation in conditions that represent a less heavy burden than 




No technical analysis can overlook the fact that there will be a period 
of transition before internal reforms and a ne\tf structure of foreign trade,, 
whose materialization depends upon decisions that must be adopted by the 
industrial countries and the international financing centres, can ensure the 
new structural conditions required for development. In the interim, there thrill 
have to be an increase in domestic investment and in imports from outside the 
region. To achieve the latter, Latin America's only resources are its 
traditional products, and the new conception of the means and ends of inter-
national financial co-operation that should be developed. 
2. Eixpansion of external purchasing power as one of the 
key objectives of Latin America's development policy 
Consequently, investigation of the possible means of improving Latin 
America's external purchasing power, and the formulation of practical proposals 
to this end, is one of the substantive topics of the present background 
document for the United Nations Conference on Trade and Development. In the 
projections that were analysed in the preceding chapter, one of the hypothesis 
adopted was an annual increase of 2.7 per cent in exports during the decade 
under discussion. In connexion with this hypothesis, three observations are 
pertinent: in the first place, if the terms of trade deteriorate, the volume 
of exports will have to expand proportionately to allow for the attainment of 
the proposed level of purchasing power. Secondly, an increase in external 
purchasing power at the specified rate will not suffice, especially in the 
immediate future, to meet Latin America's import requirements, if the 
individual countries hope to improve their rate of growth. Lastly, the 
hypothesis is unlikely to be fulfilled, if due account is taken of the limiting 
factors that have operated up to now and threaten to become more serious in 
future. 
(a) Need to improve purchasing power in terms of Latin America's traditional 
trade items 
It has already been pointed out that the factors limiting potential demand 
for the basic commodities produced by Latin America are of a structural nature 
in some cases, while others - those that have been most influential - derive 
from the policy pursued by the industrial countries, particularly those of 
viestern Eurcpe, which has resulted in the ousting of Latin American products 
from local and world markets. 
Consequently, the Latin American countries' possibilities of increasing 
their purchasing power on the basis of their primary exports fundamentally 
depend upon the decisions that the industrial countries are prepared to adopt. 
This is why at the present time the industrial countries carry a supreme 
responsibility in relation to the economic development of Latin America and 
of the developing areas in general; on their attitude and on their decisions 
will depend the course to be taken by Latin America's development and the 




In addition, the incorporation in world trade of developing areas with 
competing .lines of production has not been without, its. repercussions. -The 
problem will have to be tackled through the agreements which in one way or 
another may be concerted w^th the countries in question.: 
The problem of basic commodities will be discussed later in the -
present document in connexion with the traditional exporting areas and with * 
the expansion of trade to new regions. As regards the former, it is 
natural that, faced with a deteriorating situation, their immediate 
objective should be. to prevent its becoming still worse. Nevertheless, as 
was shown in the-preceding chapter,,/thi.s is not. enough., since'existing 
conditions are already highly unsatisfactory. 
The measures suggested in the present document constitute an attempt 
to shape an integrated policy for producing and for importing countries. 
Such measures must make for the expansion of exports and the improvement 
.'of prices; that is, in the last analysis, they must help to raise the 
aggregate purchasing power of Latin America's traditional export commodities. 
(b) Expansion of bommodity trade with other areas 
The possibilities of exporting Latin Anerica's traditional products 
to other areas should be explored with a view to the diversification of. . 
markets* In this connexion, consideration should be given to other develop-
ing countries and to the centrally-planned economies, since the expansion 
of trade with these areas has been relatively very limited. 
The expansion of trade with the centrally-planned economies has two 
main aspects: one is the possibility that these countries will open their 
markets to Latin America's traditional products by limiting their aim of 
self-sufficiency or by relaxing their restrictions on consumption of some 
of Latin America's major export items; the other is the possibility of 
discovering formulas for institutional arrangements by virtue of which trade 
can be carried on despite the differences between the economic systems of • 
the areas concerned. A point of special importance is that negotiations 
would be greatly facilitated and trade encouraged were the centrally-planned 
economies to establish transferability of balances within their own area and, 
eventually, with other parts of the world. 
Commodity trade with developing areas is naturally encountering 
insurmountable difficulties in respect of competing lines of production or 
•of items to which local protection is accorded; it is clear, however, that 
there are prospects of speeding up such trade, in some staple primary 




3. Meed for diversification of Latin AmericaTs export trade 
through the incorporation of new items 
The only means that Latin-America has of bettering its position over 
the short term is to achieve an expansion, either directly or,indirectly, 
in its traditional'export trade, thereby adding1 to its purchasing; power 
by a relativfely substantial amount. Vith the passage of time, however, 
structural factors will once again come into plajr. and will tend to keep . 
the formation of external purchasing power below the level required for 
development. Latin. America will therefore have to diversify its export' 
trade by introducing new items. 
To obtain sanction for measures and1 conditions essential to the 
achievement of this diversification must be another of the fundamental 
objectives pursued at the United"Nations Conference on Trade and Development. 
The process of diversification should be conducted on a complementary 
basis and along several lines: (a) by increasing the degree of industrial 
processing of primary commodities for export; (b) by incorporating in the 
primary commodities category new items in respect of which Latin America 
enjoys competitive advantages; and'(c) by securing a foothold in the world 
market for manufactured goods. 
The new export lines should be considered in relation both to the 
industrial.countries.with whom traditional trade links are maintained and 
to the centrally-planned economies and other developing areas. A new "export 
consciousness" will have to be developed and a consistent11,policy formulated 
and put into effect within the Latin American countries» At the same time 
preferential treatment must be obtained from the'industrial countries and 
other areas, or appropriate agreements established with a view to attainment 
of the, objectives of a diversification policy. 
Chapter III (B) of the present document is devoted to a discussion 
of the question of export diversification. . 
Special mention must be made of exports of manufactured goods. The 
analysis made in chapter III(C) of the present document *shows that Latin 
America is capable of developing its-competitive capacity to such an extent 
that it could expand its trade in such items*. Whatsis asked of the Industrial-
countries in the way of concessions or preferential treatment is very little 
if their levels of production and income are taken into account^ but the 
gain to Latin America'over la" short period of time would be relatively 
significant from the standpoint of strengthening its external purchasing 
power and enabling-it to cope with its import, requirements in:the Cbntext of 
a less insecure .̂ nd vulnerable foreign trade.structure»- : -
In chapter III .(D). specific proposals are analysed which might 
constitute the policy" objectives to be discussed at the Conference in' : 




4* Immediate and medium-term objectives for development 
and foreign trade policy 
In short, "the suggestion formulated in the present document is that 
the industrial countries with higher income levels should take part in the 
formulation of an international policy to promote the economic and social 
development of the Latin American countries and of developing areas in 
general, by means of an expansion of foreign trade channelled through 
s structure designed to serve the interests of all with greater efficiency. 
The end pursued is that these countries, adopting wider views and aims, 
should take the decisions that are needed if foreign trade is to cease 
constituting a bottleneck in relation to our economic growth and once again 
become an instrument for the development of countries with low income levels, 
in accordance with a conception appropriate to present world circumstances 
and prospects. -
It is patent that the policy followed by the financial and industrial 
centres is far from conducive to the optimum utilization of resources, and 
that this redounds to the immediate and considerable detriment of countries 
with low levels of living whose trade has hitherto specialized in primary 
lines of production. On the other hand, whatever increment in the purchasing 
power of the developing countries was achieved in one way or another would 
be increasingly used to buy capital goods and intermediate products from 
the industrial countries. 
In the immediate future, the Latin American countries, like the other 
developing areas of the world, must depend upon their traditional export 
commodities, and it is on the basis of these that they must increase their 
purchasing power. The establishment of the practical mechanisms of an 
international"policy with this aim in view constitutes an objective whose 
attainment is a matter of pressing necessity. 
Part of the additional purchasing power acquired would be immediately 
earmarked in the developing countries for the investment needed to effect 
readjustments in specific branches of primary production, while their foreign 
trade was being gradually diversified. 
5. Co-operation and financial assistance for developing countries 
In so far as the structure of the world economy precludes the develop-
ment of a foreign trade capable of satisfying the requirements of developing 
countries for the purposes of attaining satisfactory rate of growth, it will 
be necessary to devise appropriate mechanisms for a practical system of 
co-operation and financial assistance that will help to close the gap between 
the import requirements and the purchasing power of the developing countries 
in question. In any event, such assistance will be indispensable to help 




The study of the region's financial status in the present document 
shows that the balance-of-payments positions of the latin American countries 
have reached a crisis which will become still more acute as a result of 
the magnitude of forthcoming commitments under the head of interest and 
amortization payments on outstanding debts, in the case of many countries 
in the region. Various considerations and circumstances lead to the 
conviction that the gap cannot be closed on the basis of direct investment 
alonej nor is it conceivable that the Latin American countries would be 
in a position to cope with further amortization and interest commitments 
deriving from new debts. Consequently, whatever increased external financing 
is provided will have to be arranged on a basis of deferring and reducing 
interest and amortization payments until the transition period is over. 
In this field, international financing institutions and foreign 
governments should participate in setting up a consistent system, so 
that international action is geared to the establishment of stable economic 
and financial conditions whereby countries with low income levels may be 
enabled to attain minimum development targets. 
It is in this connexion that the present document suggests to the 
Conference on Trade and Bevelopment, in essence, the determination of 
a foreign trade and financing policy which may become the instrument of 
the economic development of the two-thirds of the world's population that 
enjoy not more than one-fourth of total income. 
It is not a matter of merely agreeing on pacts or measures relating 
to this or that group of commodities; nor would the problem of the developing 
countries be solved by transitory assistance, however generous, because at 
most such aid would only alleviate conjunctural tensions. On the contrary, 
this is an opportunity to reach agreement on basic measures which will 
present the developing countries with the new world picture to which 
reference has constantly been made; and in this context everything must 
depend, in the last analysis, upon the decisions that the countries with 






THE MAIN OBSTACLES TO AN EXPANSION OF LATIN AMERICA'S 
FOREIGN TRADE 
A. GENERAL CONSIDERATIONS 
The foreign trade problems confronting Latin America and their 
effect on the rate of growth have been described in general terms in the 
preceding chapter. Let us now consider more carefully the obstacles which 
have been largely responsible for the adverse trends in the external sector. 
More specifically, let us analyse the foreign trade policy of the main 
areas and their effect on Latin America's traditional trade, the position 
of the chief traditional export commodities, the difficulties and 
limitations affecting the export of manufactures and the imbalance in 
the foreign trade of invisibles. Lastly, an over-all evaluation will be 
attempted of some of the principal changes which have occurred in Latin 
America's foreign trade as a result of these factors. 
In the present analysis of Latin America's foreign trade problems, 
particular attention is paid to factors on the demand side. Those relating 
to the supply side are considered only with respect to specific items, 
not because of any desire to under-estimate their importance but merely 
because their solution depends more on the internal decisions of each 
country or of the region as a whole and less on decisions taken at the 
international level, although these may facilitate the adoption of internal 
decisions and ensure their effectiveness« 
B. THE TRADE POLICY OF THE MAJOR AREAS OF THE WORLD AND ITS 
EFFECT ON LATIN AMERICA'S TRADITIONAL TRADE 
A broad study of the foreign trade policy applied by the principal 
industrialized centres reveals that its more important characteristics 
are: a desire to achieve a high degree of fluidity in respect of 
reciprocal trade in manufactured products, fuels and basic raw materials 
for industry; ' discriminatory treatment of and high internal taxes on 
tropical agricultural commodities in some European countries and liberal 
treatment of these same commodities in the United States; and a generally 
restrictive policy - both in the United States and in Europe - with respect 
to imports of temperate-zone agricultural commodities from the developing • 
countries although the methods applied are not the same» 
As far as the countries with centrally-planned economies are concerned, 
their development plans have resulted so far in a policy of im-oort restriction 
on a number of consumer goods of concern to Latin America. 
/It Is 
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It is hardly possible to draw any further general conclusions 
as to the significance, for the developing countries1 tradê  of the relevant 
machinery and procedures used by the industrialized countries. Accordingly, 
it has been thought advisable to continue the analysis on the basis of a 
more extensive examination of the outstanding characteristics of the most 
representative groups of countries. To that end, the United States, the 
European Economic Community and the United Kingdom are dealt with separately, 
and a description is given5 of prevailing /practices • in' the;X^rg^Vindustrialized 
market-economy countries that have Most influence on Latin America's 
traditional export trade,, The description is not exhaustive, nor does it 
enter into details concerning the respective mechanisms« 
As stated before, the industrialized countries with centrally-planned 
economies' should also be included in'the groups whose econojaic policy is 
restricting Latin America's 'êocrr̂t trade * "There5 seems to. be-no dwbt?..th®t* 
the way in Which the development policy of the * centrally-planned economies: 
has been framed systematically favours domestic -production - and, in recent , 
years, :the COMECON bloc, and that this, added to the persistent use,of such 
instruments as bilateral' - payments Agreements, has reduced the' possibilities 
for trading with the developing, countries. However, - the fqllowing statement 
does not cover the centrally-planned ec6honiiesr-the description of the 
obstacles and difficulties that hamper trade with .them being left to 
chapter Hi, itfhic'h deals with'" the region ? s' export prospects/ .since trade 
vdth the socialist countries represents & possibility which, to. be-realized, 
requires not only the elimination of such obstacles and difficulties, but 
also the systematic adoption of other: specific :;measures. 
' 1» The foreign trade of the United States 
A study of the effect of United States policy on Latin America's.... 
foreign trade mil'show that-the measures, applied to agricultural production 
are clearly the main factor* These measures have.produced 'major changes 
in the relative position of these colihtries which have , traditionally had 
a share of the trade in certain products, particularly temperate agricultural 
commodities. 
The system of price supports - initiated immediately after the 
Depression - has led to a; considerable increase in output* Production 
rose to' pealc levels-which are still being/maintained in spite of :the 
accumulation of stocks. Subsidies, for .their part,, have increased the * . 
flow of exports from the United States and have enabled them to compete - . 
on advantageous terns with exports from the less developed areas® United ' 
States exports of ¿- group of*'/agricultural commodities, consisting of grains 
and' grain products/ vegetable oils' and fats,, -oilseeds., edible animal fats 
and oils, unprocessed farm products and-cotton - have increased in value, 
from an annual average of 425' million dollars in 1936-40 to. over 
2,800 million dollars in 1956-60; an I960 they amounted to 3,3.50 million 
dollars, or 16.5 per cent of total United States exports (see table 44)« 
The incentives provided by the direct subsidies to agriculture and 
to exports have, . of course, been largely responsible for the shiarp rise 
in United States exports of agricultural commodities. In i960 these 
subsidies amounted to nearly 4*700 million dollars, and were only slirhtly 
below that figure in 1961 (see table 45). Of major importance, too, were 
/Table 52, 
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1957 1958 1959 i960 
Grains and preparations I05 174 1 205 l 1̂ 3 1 kl6 1 370 1 297 1 k20 1 650 
Vegetable oils and fats 8 77 119 211 218 185 212 200 
Oil-seeds k 6 39 132 272 2H5 217 318 361 
Animal oils end fats, 
edible 17 107 Sk 91 68 77 54 63 63 
Dairy products 8 182 201 94 112 121 loi 96 87 
Cotton, unmanufactured 283 152 67k 778 1 059 661 452 988 
A. Sub-total 425 666 2 280 2 3*K> 2 857 3 090 2 515 2 561 3 3̂ 9 
B. Total United States 
exports 3 167 9 922 11 673 15 195 19 019 20 671 17 7̂ 5 17 438 20 3co 
A as percentage of B 13^ 6.7 19.5 15A I5o0 I4c9 lkc2 iK7 16. 
Source: Statistical Abstract of the United States, l?6l. 
United States exports of agricultural commodities through non-cor;r*ercial 
channels, chiefly in conformity with Public Law 460 of 1954- 1/ 
1/ Public Law 4o'0 (1954) declares it to be the policy of Congress "to expand 
international trade among the United States and friendly nations,, to 
facilitate the convertibilité of currencŷ  to promote the economic 
stability of American agriculture and the national welfare, to moke 
maximum efficient use of surplus agricultural commodities in furtherance 
of the foreign policy of the United States, and to stimulate and facilitate 
the expansion of foreign trade in agricultural ccirinodities produced in 
the United States by providing a means whereby surplus agricultural 
commodities in excess of the usual marketings of such commodities may be 
sold through private trad„e channels, and foreign currencies accepted in 
payment therefor. It is further the policy to use ior«ign currencies 
which accrue to the United States under this Act to e.>T>and international 
trade, to encourage economic development, to purchase strategic materials, 
to pay United States obligations abroad, to promote collective strength, 
and to foster in other î ays the foreign policy of the United States 





UNITED STATES: SUBSIDIES POR AGRICULTURE AND' FOR EJIPORTS OP AGRICULTURAL CCIU-IODITIES, 195*4-1 ?6l 
• ' (Millions of dollars) 
195̂  1955 .195^ " 1}57 1958 1959 i960 1961 
Agriculture 1 075 l 8k6 3 56k 3 242 3 W 3 568 3 1*33 
Comaudixy Credit Corporation, 
change in value of agricul-
tural stocks 1 700 1 686 1 577 231 510 7^0 1 120 895 
Total 2 2ko 2 761 3 423 3 795 3 752 k 22k 4 688 k 328 




The volume of commodities exported under these conditions in the 
financial year 1961-62 represented nearly 1^600 million dollars or 31 per 
cent of current United States agricultural commodity exports (see table 46). Pro-
ptK-fticns fluctuated widely in that financial year depending upon the commodity 
concerned - from 23 per cent for maize and 24 per cent for cotton to 29 per 
cent for edible vegetable oils, 44 per cent for rice and 70 per cent for 
wheat. 
The agreements reached as of 30 June 1962 under the provisions of Public 
law 480 represent about 10,850 million dollars, of which 7.7 per cent 
concern exports to Latin America itself. For a single item - wheat - these 
agreements involve over 67 million tons, or two and a half times the total 
volume of Latin America's exports for the period 1954- 62, which is 
approximately when the agreements were reached. Payment is made in the 
currency of the country of destination, with credit facilities for as long 
as thirty years and subsidies of up to 60 per cent of the value of the 
exports. 2/ It is therefore quite clear that these transactions have 
severely reduced Latin America's prospects of a share in the expanding 
world market for these commodities. This in no way minimizes the importance 
of the aid which these transactions represent for some developing countries, 
including those in Latin America* 
Special protection is also granted to local sugar producers. The 
United States is the world's largest sugar importer and under its protective 
measures local producers are assured of 50 per cent of the domestic market^ 
secure from foreign competition and at prices that.offset costs. Imports are 
subject to quantitative restrictions based on two types of quota: (1) by 
country, with preferential quotas granted to the Philippines and the Latin 
American countries; (2) the global quota, designed to meet consumption 
deficits by purchases on the world market. The global quota is subject 
to variable import duties (similar to the EEC's "variable levies") which 
absorb differences between the domestic price in the United States and 
the world market price0 The country quotas, on the other hand, are subject 
to lower taxes (a fifth of those levied on the global quota) which, in 
practice, enable the countries concerned to obtain a higher net price than 
is paid for sugar imported under the global quota0 Spurred on by these 
incentives, local beet production rose by some 50 per cent during the past 
fifteen years. Even though Latin American exports are granted preferential 
treatment, it nrast be pointed out that quantitative restrictions and 
discriminatory measures reduce the prospects for sugar exporters wishing 
to trade in the United States marks10 
The United States is also the world's largest importer of red meat. 
However, Latin America's share of this market is very small in view of the 
restrictions imposed on health grounds * On the other hand, there has been 
a considerable increase in United States imports of meat from Australia 
2/ Message from the President of the United States <> 30 June 1962, Washington, 





UNITED STATES: EXPORTS. OP AGRICULTURAL CMQDITIES WIDER PUBLIC LAU 48 
- f i s c a l ' y e a r 1 9 5 5 / 6 2 * -
(Millions of dollars) 
Type, of esport . 
195V55*« • I95V55 to 
1 9 5 8 / 5 9 1 9 5 9 / 6 0 I S 6 0 / 6 I 1 5 6 1 / 6 2 1 9 6 1 / 6 2 
years) fcig-it years) 
Total, Publio Law 480 
Mutual Security exports 
5 059 . 1.143 1 3?l 1 572 9 145 
1 636 167 186 74 2 C63 
Current exports of agricultural 
commodities 12 395 3 2C7 3 369 3 .493 - 22 484 
19 093 ' 4 517 4 5 139 33 692 
Experts under Publio La:* 43o as 
percentage of total United 
States exports ,26 25 28 . 31 27 
Source; Sixteenth Semiannual Report on Publio Lav 48 Wee hingt on, 
/and New Zealand*, 
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and New Zealand, countries in which health problems do not arise and 
whose flot/ of exports is being diverted from the United Kingdom to 
the United States market» 
The combined effect of the measures referred to above - coupled with 
factors of a different type - may.be seen from the relative positions of 
Latin America and North America - including Canada/ because of the type' 
of data available - in world exports ox the principal t'aaperate-zone 
agricultural commodities ( see table . 47)» 
•There have recently .been some changes in this policy designed to 
reduce incentives to agricultural production in the- United States firouf-h 
restrictions on acreage under reed and lower price supports. 
The United States^ moreover, consults the exporter countries concerned ' 
iirhenever it must sell its surplus in their areas of influence. However, .. 
there is some difficulty in forecasting the extent to which these changes 
may reverse the conditions adversely affecting Latin America's prospects, 
particularly in view of the high prices prevailing on the United States 
market and the possible effect on these prices of diminishing inventories 
and the recent increase in trade between the United States and the 
countries itfith centrally-planned economies* Moreover, the intensive 
campaign undertaken by Uruguay and Argentina against foot-and-mouth 
disease may lead shortly to a reopening of the United States market for 
Argentine meat» 
With respect to raw materials and fuels, United States trade policy 
has been generally favourable. However, an increase in Latin American 
exports to the United States is being presented by tariffs and import 
quotas designed to protect domestic production, particularly of petroleum, 
lead and copper0 
For petroleum, existing provisions are more liberal for neighbouring 
sources of supply (Mexico and Canada) than for other exporters3 Moreover, 
import quotas are adjusted on the basis of the output of United States 
oil wells. Many import regulations derive from the peculiar^ highly 
monopolized, organization of the international petroleum market. 
The different customs tariffs applied, depending upon the stage of 
processing of the raw materials concerned, also have a major impact on 
Latin America since they discourage the area from developing its own 
processing facilities and from engaging in any activity designed to export 
raw materials at more advanced stages of processing, which would help 
to increase the value of its raw materials exports« This problem will be 
dealt with in greater detail in other sections of the present study. 
2C The trade policy of the European Economic Community 
The agricultural policy of the countries members of the European 
Economic Community - Belgium,, France, the Federal Republic of Germany, 
Italy, Luxembourg and the Netherlands - has been generally characterized 
3/ In the case of wheat, for example, the price support to be applied in 





NORTH AMERICA AND LATIN AMERICA: EXPORTS OP SPECIFIC 
COMODITIE5 AS A PERCENTAGE OP 
HORtw EXPORTS, 1934-1538^ 
1J5C-52 AND I959-6I 
• (Percentage) 
Worth America I^tin America 
Item 
1934- 1950- 1959- 1 1 9 5 0 - 1959-
1938 1952 1961 1938 1952 1961 
Wheat 36 7? ¿2 24 10 - 5 
Barley 15 45 50 14 6 4 
Maize 8 51 . 5 3 20 
Cottonseed and o i l , 1 35 - 67 19 12 6 
Linseed and o i l - 22 38 7l 52 49 




by a desire to achieve self-sufficiency in temperate-gone agricultural 
commodities and by restrictions and discriminatory measures in favour of 
associated African territories with respect to tropical commodities. The 
aim of achieving self-sufficiency in temperate.-zone, commodities is not 
new since it was already present well before the establishment of the 
European.Common I'Jarket for reasons initially related to the balance-of-
payments problems of the countries concerned. Although these problems 
had been solved by 1950, the objectives set forth in the Treaty of Rome 
provided further justification for the self-sufficiency which' the signatory 
States are. attempting to achieve0 
The specific measures into which their policies have been translated 
vary widely, depending upon the type of commodity, the importing country T.s 
own agricultural production and other factors, A detailed examination is 
therefore essential in order to indicate clearly the characteristics and 
scope of each system» 
Tropical commodities have been dealt with comprehensively in studies 
undertaken by different International organisations, particularly GATT and . 
FAO, Here, the chief obstacles to Latin American trade in this connexion 
are high internal duties and charges, high distribution costs for these 
commodities in EEC countries, and the preferential treatment enjoyed by . 
imports from associated African countries• 
The influence of the first factor mentioned has been particularly 
strong^ as.may be seen by comparing the unit import value of each commodity 
with the price actually paid by the final consumer: for coffee, the average 
import price is 23 to 48 per cent of the retail price, the proportion 
varying between 35 and 45 per cent for bananas and only 9 to 22 per cent 
for cacao. In other xjords, the European consumer pays from two to ten 
times the import price for these commodities. Such, high surcharges,, even 
if partly explained by the cost of processing prior to distribution to 
the consumer, must obviously reduce the demand for these'commodities in 
the markets of the European Economic Conmtnity. ' 
Some figures will hfelp to show how far these differences are due to 
internal charges on the commodities concerned. For example, in I960 and 
1961, total duties and charges levied by EEC countries on Latin American 
coffee amounted to nearly 700 million dollars, whereas the income received 
by the supplier countries (in terms of the f.o.b. value of their coffee 
exports) was only 600 million dollars 4/ (see table 48). 
High distribution costs have also had a considerable influence. For 
instance, these costs in Germany and Italy are 280 per cent and 190 per cent higher. 
4/ According-to the Executive Director of the International Coffee Organiza-
tion, in 1962 the Federal Republic of Germany alone collected 190 million 
dollars in internal taxes on coffee. Import duties of 1 DM per kr<# 
produced another 50 million dollars. Thus, duties and charges on coffee 
in Germany in 1962 amounted to a total of 240 million dollars. (The 
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respectively, than in the United States, which seems to indicate that theix 
high level can hardly be attributed to the cost of processing. Similarly, 
it is estimated that in 1962 the distribution costs referred to amounted, 
in the EEC countries, to ¿50 million dollars for 670,000 tons of coffee, 
the f.o.b. export value of which was 500 million dollars. 
The preferential tariffs granted by the EEC countries to their overseas 
associates - 9.6 per cent for coffee and 5*4 per cent for cacao - are not 
yet completely in force but may be expected to channel demand towards African 
exports, vihat is most important, however, is that France has imposed 
quantitative restrictions on tropical commodities from outside the franc 
area and pays less for them. A common external tariff of 20 per cent is 
applied to bananas, but Latin American bananas are denied access to France 
and Italy, which obtain their supplies from their former colonies. The 
Federal Republic of Germany, for its part, avails itself of an exception 
authorized by the Treaty of Rome and until the African territories are in 
a position to meet its quantitative and qualitative requirements the Federal 
Republic of Germany will import, free of duty, about 450,000 tons a year 
from its traditional Latin American suppliers. 
The restrictions imposed by the EEC on temperate-zone agricultural 
commodities are both quantitative and in the form of limitations applied 
through the price mechanism. 
An example of the former is beef, which is subject to a quota of 
22,000 tons and a tariff of 20 per cent. While additional quotas are 
sometimes authorized,- particularly for the Federal Republic of Germany 
and Italy, official representations made to the Community by Argentina 
and Uruguay have failed to bring about more liberal treatment for beef. 
Cereals, for their part, are marketed in the EEC tinder a system of 
price supports, prices being provisionally fixed for each individual member 
country until they are equalized in 1970, when all obstacles to the movement 
of these commodities within the Ccamiunity will have disappeared. 5/ "While 
there are no quantitative restrictions under the present system, access 
to the markets of member coimtries'is in fact governed by variable levies, 
designed to raise the final cost of the -imports above the local production 
price» These variable levies are slightly higher than the existing difference 
between the c,i,f. price of a specific cereal on the so-called "international" 
market and the corresponding domestic support price. Member countries can 
limit their price support to a maximum quantity produced domestically. 
For instance, France has limited its support of soft wheat production in 
1962-63 to 7.2 million tons. ' 
The size of these variable levies varies from country to country and 
from product to product. For soft wheat, for example, they amount to 
58 per cent of the c.i.f, price in the Netherlands and 102 per cent in the 
Federal Republic of Germany, with ratios between these two in France, Italy 
and Belgium, For maize, the ratio varies from 7 per cent in Italy to 97 per 
cent in Germany (for more details and other commodities, see table 49). 
¿/ The European Economic Community is now studying a French proposal 




Pork, eggs and poultry are also subject to official price schemes 
and imports are governed by variable levies identical in nature and purpose 
with those applied to cereals. 
In the case of sugar, the Community is normally self-sufficient thanks 
to high official price supports for sugar beet and to the protection against 
outside competition provided by the common external tariff of 80 per cent. 
As a result of these practices, the prices fixed in the Community 
for specific agricultural commodates are far higher than world market 
prices (see table 50). 
The different prices paid in recent years to wheat and meat producers 
in various countries are a further indication of the scope and effect of 
the policy of subsidies. Suffice it to show, for purposes of illustration, 
that in 1961, for instance, a wheat-grower in Argentina received 38 dollars 
per ton of wheat, compared xd_th 65 dollars in Australia, 67 dollars in 
Canada and the United States, 82 dollars in France and over 100 dollars in 
West Germany and Italy. 6/ 
In the case of raw materials and fuels, protectionist or discriminatory 
measures are not normally applied through the usual instruments of tariffs 
or quantitative restrictions. However, as pointed out in connexion with 
the trade policy of the United States, this does not mean that marketing 
conditions are completely unrestricted or that an adequate share of the 
market is available to the less developed countries. In addition to the 
different tariff rates applied to raw materials depending upon their stage 
of processing - which prevents the developing countries from exporting 
them in a more advanced state of refining or manufacture - preferential 
treatment is granted to areas other than Latin America, largely because 
of the direct investments which some EEC countries have made in certain 
areas. For example, Belgium imports most of its copper from the Congo 
(Leopoldville), while Latin America ranks high in United States copper 
imports. Similarly, in 1961, France imported relatively much less iron 
ore from Latin America than did Italy.. 
3- The trade policy of the United Kingdom 
The United Kingdom is the worid's largest importer of foodstuffs, 
its annual purchases exceeding 4,000 million dollars, or one-fourth of the 
world's food imports. Hence, its trade policy is particular!]*- significant 
in terns of world trade in foodstuffs. 
6/ The difference betwëen the price of 33 dollars per ton paid for wheat 
to the Argentine wheatgrower and 65 dollars paid to the farmer in 
Australia or Canada is partly explained by the export taxes in force 
in Argentina, and shows that the Argentine farmer is capable of 





AVERAGE SIIDING-SCALE DUTIES APPLIED TO IMPORTS OF GRAX2S PROM THIRD COUNTRIES, 
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Belgium 75 30 k j 26 U7 
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France 70 32 21 6l 75 
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PRICES OF SOKE AGRICULTURAL COMMODITIES WITHIN THE EUROPEAN 
ECONOMIC CCmUI^TY AVERAGES) 
(Dollars per 'fen) 
tifceat Butter Beef Sugar 
World market 6l&9 , , 6^ c0 -449*0 143-0 
B elgiux-Luxembourg 56 1 6280O 980.0 251«0 
Federal Republic of Germany 110,0 1 586.0 986,0 308.0 
France 64.0 1 512.0 907*0 253*0 
Italy 108.0 1 359.0 873.0 318.0 
Netherlands 86^0 1 012.0 - 863*0 267,0 




As in the case of the United States and the European Economic 
Community., here too Latin America1 s exports are affected by restrictions 
and discriminatory measures deriving from domestic agricultural policy 
and from the preferential treatment enjoyed by the Commonwealth. As a 
result of these and other factors, Latin America's share of the United 
Kingdom market is relatively small and is growing smaller. 
Domestic agriculture is protected not through price-fixings purchases 
at incentive prices, or taxes which affect the value of imports, but through 
direct subsidies to producers,, The price supports aimed at through these 
subsidies are applied to livestock (cattle, sheep, goats and pigs), to 
livestock products (eggs, wool, milk) and to wheat* barley, oats, rye, 
potatoes and sugar beet* Also subsidized are the use of fertiliser and 
lime, improved farming methods, sanitary measures, etc. The effect of 
these subsidies will be more readily appreciated when it is realised that 
they amounted to 959 million dollars during the agricultural'year 1960-61. 
While the British farmer sells his produce on the domestic market 
at prices which fluctuate freely and are generally lower than the support 
price, the Treasury subsequently makes up the difference by granting him 
additional subsidies* These official British prices are considerably 
higher than those prevailing in the traditional producer countries« 
It should be pointed out, however, that the Eritish scheme is an 
improvement over the EEC system in one respects the consumer does not have 
to pay the high prices guaranteed to the farmer. Hence, these do not have 
the effect of curtailing demand, unlike schemes which directly affect 
consumer prices. 
With respect to discriminatory measures, the system of preferential 
tariffs under the Ottawa Agreement (1932) establishes tariffs for commodities 
produced outside the Commonwealth: 10 per cent advaloren for wheat flour, 
barley, rye and rye flour, 20 per cent for tinned meat, 0,75 of a penny 
per pound of chilled beef and 0*66 of a penny per pound of frozen meat, 7/ 
On the other hand, wheat and maize, two of the principal cereals imported 
by the United Kingdom, are tariff-free. 
The United Kingdom also applies preferences to certain tropical 
products - bananas, sugar, cacao and coffee - v/ith a view to ensuring a 
predominent role for the Commonwealth countries* Tariff preferences ia 
the form of specific charges range from 3 to 10 per cent of the c.i.f* 
value of imports from other regions, But such preferences are of little 
importance in comparison with the quantitative restrictions formerly 
imposed, and which, in the case of bananas, continue to be imposed, on 
imports from what was known as the dollar area, Although most of these 
7/ The incidence of the last two tariffs mentioned is relatively low 
with respect to the c.i»f0 value of irroorts, this being largely due 
to the increase in the ex-Ottawa price of beef, influenced in turn 




restrictions were gradually eliminated in the middle of the fifties, they 
had established trade channels and production areas with which Latin America 
has found it hard to compete* In such lines of production as sugar and 
bananas in which the Latin American countries are able to compete in the 
United Kingdom market, the Commonwealth continues to be favoured by 
-protective measures, banana producers there being helped by quantitative 
restrictions and sugar producers by price agreements. Although sugar 
prices paid in the United Kingdom in the past two years have been below 
world market levels, in normal times they are higher. 
With respect to raw materials and fuels, the comments made in connexion 
with the trade policy of the United States and "of -the EEC countries also 
apply to the United Kingdom. While there are no formal restrictions or 
discriminatory measures, a restrictive effect is exercised by regulations 
discouraging imports of processed raw materials and fuels, itfhile de facto 
discrimination is practised through preferential treatment granted under 
market arrangements in favour of raw materials and fuels from the Common-
wealth, as will be shown in greater detail in later sections. 
The policy folloi\red in the United Kingdom with respect to livestock 
development could also have serious repercussions for traditional cattle 
exporters• The price paid to the British farmer is far higher than the 
consumer price, since the Government pays the farmer the difference between 
the local and international prices in the form of a deficiency payment. 
As import prices of beef have dropped considerably, the Government has had to 
pay a larger subsidy. It has therefore requested the countries that sell 
chilled meat to restrict the quantities exported with a view to raising . 
•:the consumer price and thus reducing the subsidy0 Argentina has "voluntarily" 
undertaken to curtail its exports, and although this policy'is too recent~ 
to be properly evaluated there is no doubt that the high prices paid to 
the .United Kingdom farmer will encourage production and thus eventually 




C. POSITION OF THE MAJOR EXPORT COMMODITIES 
The earlier sections described in broad outline the trade policy 
pursued by the major countries in terms of the foreign trade of developing 
countries» A clear feature of this policy is that it lacks uniformity. 
While some general traits are discernible, the treatment and position of 
each particular commodity may be very different. Hence, the references 
made should be supplemented by more detailed background data giving a 
clearer picture of the position of a group of commodities, including the 
most important from the standpoint of Latin America's traditional trade. 
With this end in view, tropical commodities, temperate-zone commodities, 
and raw materials and fuels should be discussed separately. 
1• Tropical commodities^ coffee» cacao, bananas 
Latin America's exports of coffee, cacao and bananas amounted in 1961 
to 1,622 million dollars, or slightly over 18 per cent of the area's total 
exports» If cotton and sugar - also produced in some developed countries -
are added, the value of Latin American exports rises to 2 , 7 5 0 million 
dollars, or nearly 32 per cent of Latin America's total exports in 1961. 
Latin American exports of tropical commodities - particularly coffee, 
cacao and bananas - are at present directed chiefly to the United States, 
which in 1961 absorbed Latin American exports in the following proportions: 
coffee, 53 per cent; cacao, 65 per cent; bananas, 45 pe^ cent0 This 
concentration is largely because of the discriminatory measures applied 
by some European countries since the Depression. The United States, on 
the other hand, did not resort to these restrictions and discriminatory 
measures, but another determining factor there was the increase In 
consumption. In 1961 the EEC countries as a whole absorbed 19 per cent 
of Latin America's coffee exports, 23 per cent of its cacao exports and 
20 per cent of its banana exports, the corresponding figures for the United 
Kingdom being 1 per cent, 3 per cent and 4 per cent respectively. In the 
case of coffee, the EEC country which has adopted the severest discriminatory 
measures since the Depression is France. While the Latin American coffee 
imported by France in 1 9 3 0 - 3 2 represented an annual average of over 6 0 per 
cent of its total coffee purchases, Latin America's share in 1961 fell to 
23 per cent, French imports having shifted in favour of countries within 
the franc zone. 
The sharp contraction in Latin America's share of the French coffee 
market is due less to the imposition of tariffs than to quantitative 
discrimination based on the origin of the commodity. In fact, France has 
undertaken to purchase 170,000 tons of coffee a year from the franc zone 
countries and recently signed an agreement with the Ivory Coast for the 
purchase, at a special price, of 100,000 tons of coffee a year for the 
next five years. 8/ 
8/ Economic Commission for Africa, European Integration and African Trade 




The position with respect to the other EEC countries is different. 
Between 1955- and 1961, the Federal Republic of Germany, Italy and the 
Benelux countries increased their total coffee imports by 66 per cent and 
their coffee imports from latin America by 63 per cent® On the other hand, 
France increased its total coffee imports by 8 per cent during the same 
period, but its coffee imports from Latin America declined by nearly 19 per 
cent. 
Tariffs were the method of discrimination practised by the United-
Kingdom, although quantitative restrictions were applied after the war. 
Latin America's share of this market dropped from 49 per cent in 1930-32 
to 27 per cent in 1961, when it imported only 16,400 tons from that area* 
The effects of discriminatory measures were no less severe in the 
case of bananas« Latin America is the chief supplier to the Federal 
Republic of Germany and the Benelux countries but does not export bananas 
to France and Italy because of the quantitative restrictions imposed by 
these countries in favour of their overseas associates» Thus, in 1961 
France imported all its bananas from its dspendent territories^ chiefly 
Martinique and Guadeloupe, while the bulk of Italy? s imports came from 
Somalia* In the same year-67 per cent of the United Kingdom's banana 
imports were supplied by the Commonwealth, Latin America1s share amounting 
to some 4.? 000 tons only (4 per cent of the total) in accordance with the 
small quota allocated to it* 9/ 
•I ~ 
The quantitative import restrictions imposed by the EEC on bananas 
during the past few years have caused a good deal of alarm in Latin America, 
The EEC commission concerned authorized the Federal Republic of Germany, 
as from January 1962, to import bananas free of the existing 6 per cent 
.import tax.. As a result it imported 353*000 tons of bananas tax-free in 
1962« It was subsequently authorized to import another 130,000 tons on 
: condition that 7*000, tons came from the countries associated with the EEC., 
The same condition was imposed in 1963* except that this time some 50,000 
tons had to be bought from EEC associates. 
The effects of the trade policy pursued by the industrialized countries 
are reflected not only in the volume of Latin America5s exports but also 
in lower prices for the commodities concernedy 
Thus, coffee prices have dropped some 30 per cent during the past 
few years. This has. proved a serious economic loss to most of thè Latin 
American countries,, and particularly to the small coffee-growers in the 
regione Apart from the general decline- in world coffee prices, another 
anomalous factor has adversely affected Latin American exports, namely 
the price subsidies granted to African coffee by France (which paid 
697 dollars per ton in I960), enabling it to compete on advantageous terms 
with Latin American coffee on the United States market, where it sold at 
a price some 40 per cent lower (445 dollars per ton). This, together with 





the increase in the consumption of soluble coffee, e:cplains the sharp 
improvement in sales of African coffee on the United States market in 
recent years0 
International banana prices are even more variable than coffee 
prices. In I960, prices for Latin American bananas were 143 dollars per 
ton in the United States and 134 dollars per ton in the Federal Republic 
of Germanyo At the same time, the price for bananas Imported by France 
from the Cameroons was 186 dollars per ton, and 201 dollars per ton for 
bananas from Guadelopue, The United Kingdom paid twice as much for bananas 
from Jamaica as it did for Latin American bananas« Such sharp price 
variations cannot be attributed to preferential tariffs since these are 
low (20 per cent in France and a specific charge of 7 shillings 6 pence 
in the United Kingdom, or about 13«7 per cent), but are mainly due to the 
system of quantitative restrictions based on the origin of the commodity. 
With respect to cacao, places have dropped sharply during the past 
few years owing to the increase in production but this trend has recently 
been reversed because of the reduction in Latin American output. 10/ 
Merely for purposes of illustration, it might be pointed out that 
if in 1961 France and the United Kingdom had imported from Latin America 
the same percentage of their total consumption as in 1930, their additional 
purchases from that area would have represented, at 1961 prices^ a total 
additional f.o«b. value of some 120 million dollars. 
This estimate is based on the following considerations 5 
(a) Before the franc zone was formed and the United Kingdom resorted 
to preferential treatment in its coffee imports, Latin America supplied 
the bulk of the coffee imported by the industrialized countries of Europe3 
(b) Subsequently the United Kingdom, and more particularly France, 
established a system of preferences and encouraged coffee-growing in their 
colonies with a view to replacing their purchases from Latin America0 
The same reasoning is valid for bananas. However, the low cost of 
Latin American bananas precludes competition from Africa or Asia. The 
opposite is true of Latin American cacao, which costs more than African 
10/ Output drooped 6.4 per cent between 1959/60 and 1961/62, according 
to FA0 (Production Yearbook 1962). IA-EC0S0C (̂ conpmic_̂ a.nd_ Social 
Survey of Latin America, 1962) estimates the reduction at 25°Ì p^r 
cent between 1959/60 end 1962/63 » In s'oite of the discrepancy^ 
both sources agx̂ ee that output has declined in absolute terms. 
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cacao, a factor that must be added to the preferential treatment granted 
in Europe« 11/ 
Lastly, it should be pointed out that the recent International Ccffee 
Agreement covering the period 1963-68 may affect the world market conditions 
described above, through its system of export quotas, adjustable every 
three months^ which apply to nearly all world trade in coffee. IJhile it 
does not contain specific provisions relating to prices, it is hoped that 
the agreement villi help to balance supply and demand and that it will reduce 
price fluctuations through its system of quotas, permanent consultations 
among the producers concerned, market studies and its support for abolition 
of existing restrictions (preferential tariffs, import duties,, internal 
taxes, etc,). The fact that exporter countries have undertaken to adjust 
their output in order to avoid surpluses - in accordance with targets to 
be set by common consent after the Agreement has been in force for one 
year - is expected to introduce a measure of discipline into the coffee 
trade» So far it has not had any effect on market prices other than to 
stabilize them at the very low levels they had already reached0 
2 • Cotton _an<i sugar 
Cotton and sugar, unlike the three commodities mentioned above, are 
exported by both developed and developing countries and, while chiefly of 
concern to tropical areas5 present problems similar to those of temperate-
zone agricultural commodities0 
Cotton production in the United States, favoured b3r a policy of 
subsidies, far exceeds domestic consumption and this-leads to the 
accumulation of surpluses which find their way into the international 
market, partly through exports effected under the provisions of Public 
Law 480» These exports, stimulated by subsidies estimated at about 27 per 
cent of their internal price, amounted between July 1954 and 30 June 1962 
to 7*1 million bales for a value of nearly 1,050 million dollars0 Loreover, 
these sales were not confined to developing countries - a policy for which 
there would at least have been some justification. On the contrary, m^ny 
of the, agreements were of benefit to countries with a relatively high 
income. It is estimated that 41 per cent of the cotton exported during 
the above-mentioned period under Public Law 420 went to countries like 
France, Italy, Finland and Austria, as well as to Poland and Spain. 
The United Kingdom and the EEC countries are not major cotton 
producers and their cotton imports are not subject to restrictions or. 
discrjjninatory measures worth mentioning.. As a result, Latin America 
has been able, over the long term, to.increase its share of the world 
11/ For confirmation, see "The achievement of co-ordination .in Latin 
American trade policy: relations with the European Economic Community", 
Econo.alc Bulletin for Latin America » Vol* Ho. 2, Santiago, 




cotton market in spite of the problem it faces in competing with the United 
States, which subsidizes its exports and effects its sales under non-
commercial financial arrangements, 12/ 
Cotton can be grown economically in areas with a cooler climate than 
is required for coffee, cacao or bananas. However* the developed countries 
have much less land suitable for cotton-growing than for thé production of 
wheat and even of maize. Thus, the' United States is the'only cotton 
supplier among the developed countries, and even there the area suitable 
for cotton-growing.is much smaller" than the land available for producing 
temperate-zone commodities. The absence of restrictions and discriminatory 
measures (in the world cotton trade and the relative lack of land suitable 
for cotton-growing in the developed countries are the main reasons for the 
. increase in the production and.export of cotton from Latin America in spite 
- 'of United States cotton poIic3>-. 
The position with respect to sugar is quite different. As United 
states production is unable to meet the requirements of consume^ demand, 
the difference is met through imports regulated by. the quota-system, which 
is designed to facilitate' purchases at prices above those prevailing on 
the world market so as to reflect the higher production costs in the United 
States. Sugar is thus the only major commodity exported by Latin America 
to receive preferential treatment in a developed country.. 
The European Economic Community only occasionally imports sugar, its 
imports being designed to supplement inadequate supplies due to poor crops, 
as was recently the case. : The United -Kingdom, on the other had, is a major 
importer but grants preferential treatment to -the Commonwealth through 
purchase contracts specifying volume and prices, which vary in accordance 
with those prevailing on the world market. 
Several factors have contributed to the change in sugar marketing 
conditions during the past few years. In the first place, climatic 
conditions, were unfavourable for beet production in Western Europe and in 
the countries with centrally-planned*economies, a deficit'occurring in 
areas which are normally self-sufficient or even exporters. For the 
1962/63 crop year, the.sharp drop In Cuba's output increased the world 
sugar deficit. Secondly, the suspension' of United States sugar purchases 
from Cuba led to an intensification of demand on the- free market. . These 
factors did not all arise at the same.time * Loss of the beet crop, for 
instance, did not talce: place until tr*Ade between the United States and 
Cuba had been interrupted. In fact, suspension of Onited States purchases 
of Cuban sugar was only partial up to I960 and did not become total until 
after that date; the drop in luropean production, on the other hand, 
occurred during the past two seasons (1961/62 and 1962/63)* However^ ' 
sugar prices did not reach a peak until the end of Kay 1963, because the 
12/ Latin American exports increased from an annual average of 1.7 million 
bales in 1934-38 to 3.8 million bales in 1961-62, amounting respect-
ively to 12.9 per cent .and 25.1 per cent bf: total world cotton exports. 
1 » /production shortage 
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production shortage had been covered from existing stocks. Inventories 
at the beginning of the 1959/60 season in the major exporting countries 
amounted to 3.3 million short tons of centrifugal sugar, compared v/ith 
only 1.6 million tons during the same period in 1962/63. 
All these factors were responsible for an unusual increase in the 
price of sugar, which reached its peak In the middle of 1963. In I960 
the price of raw sugar on the x/orld free market was 3.14 dollar cents per 
pound, rising to an average of 7.66 cents per pound in the period January-
June 1963, with a peak of over 11 cents at the end of May. 
The redistribution of United States import quotas stimulated production 
in several Latin American countries. Latin America (excluding Cuba) 
produced 7.8 million tons of sugar in 1958 and 8.7 million tons in 1962. 
However, future growth may be limited by the substantial investment 
required for new sugar refineries and the fact that current conditions 
may not last. 
A special international agreement also exists for sugar. In force 
since 1958, the International Sugar Agreement never succeeded in covering 
even half the world sugar market. While the agreement was to remain in 
effect until 1963«, its provisions were in fact suspended upon termination 
of existing trade agreements between Cuba and the United States. The 
sugar agreement, like the coffee agreement, concerned export quotas, and 
included clauses on the regulation of production, limitations on the size 
of domestic stocks, etc. The size of the export quotas was adjustable on 
the basis of price fluctuations within a specific range and the quotas were 
to be abolished whenever the price exceeded 4 cents per pound. At present 
the international price is over 10 cents a pound, and the two major 
importers - the United States and the United Kingdom - whose combined 
imoorts constitute more than half the x̂ orld total have -preferential import 
arrangements outside the agreement. 
* 3• Temperate-zone agricultural commodities 
In 1961 Latin American exports of five temperate-zone agricultural 
commodities - meat, maize, wheat, linseed oil and wool - totalled slightly 
over 750 million dollars. While this figure then represented only 8.7 per 
cent of Latin Americans total exports, the commodities concerned play a 
very important part in the foreign trade of some Latin American countries, 
representing 60 per cent of Argentina's total.exports and 80 per cent of 
Uruguay's. 
Of the commodities mentioned, wheat has been in the most difficult 
position as a result of -the self-sufficiency policy of the developed 
countries and their growing role - particularly in the case of the United 
States - as exporters of wheat under non-commercial price and financing 
conditions. While the United States share of world trade in wheat rose 
from 7.3 per cent to 44-#9 per cent between 1934-38 and 1961-62, Latin 
America's share during the same period dropped from 19.9 per cent to 




For the financial year 1960-61, United States sales of wheat - or 
more accurately of wheat and wheat flour expressed in terms of wheat -
under government programmes amounted to 12.3 million tons, or 70.6 per 
cent of the country's total wheat exports. Moreover, as in the case of 
cotton, sales under non-commercial conditions were not confined to 
developing couhtries, a large share (slightly over one-third) going to 
developed countries. 
The policy of price subsidies for local producers in developed 
areas other than the United States has led to chaos on the world wheat 
market. France, where the producer's price is 19 per cent higher than the 
world market figure, exported 1.3 million tons in 1961-62. The Federal 
Republic of Germany, where prices are 44 per cent higher than the price 
of Argentine xi/heat delivered to a European port, exported 1 million tons 
of wheat flour, including sales to Bolivia and Paraguay, thanks to large 
subsidies. 
The United Kingdom imports most of its wheat from the Commmonwealth 
and Latin America's share of this market is less than 5 per cent of total 
imports, virtually the same as its share of the EEC market (4.5 per cent). 
The provisions of the International Wheat Agreement in force for the 
period 1962-65 have not been effective enough to cope ii/ith situations as 
complicated as those just mentioned. If the Agreement is to cover most 
of the trade in wheat, its operative provisions concerning rights and 
obligations will have to be sacrificed, particularly those relating to 
purchases of specific quantities at pre-established minimum prices. At 
the same time, the importance of the Agreement has been gradually reduced 
by the predominant position of the two chief exporters - the United States 
and Canada - and the pressure of surpluses which tend to increase transactions 
under special conditions as regards price and currency of payment. 
The situation is less serious with respect to maize, although some 
problems still subsist. The tendency of the developed countries to become 
self-sufficient in meat has increased their imported fodder requirements 
and thereby broadened the market for maize. Thus, Argentina substantially 
increased its maize exports during the past five years and in 1961 exported 
3 million tons. However, this, figure is still well below the 5 million 
tons it exported annually in 1937-39. The relative position of Latin 
America as a whole has also worsened considerably, its share of the world 
market having dropped from 55 per cent to 25 per cent between 1937-39 and 
I960, while the United States increased its share from 17.1 per cent to 
49 per cent during the same period. The United Kingdom imports barely 
3 per cent of its maize from Latin America, its chief supplier being the 
United States, which is also the main source of supply to the EEC. Latin 
America's share of the EEC market is slightly over 20 per cent. Moreover, 
price variations are narrower than.for wheat although the level will 
probably remain relatively low in order to compete with other fodder used 




Latin America is in a somewhat better position on the world meat 
market. Argentina continues to be the world rs main supplier of beef 
followed by Australia and, more recently, by France. In 1961 France 
exported over 100,000 tons of beef, which is one-third of Latin Americans 
total .exports. Since the producer*s price of meat in France is twice as 
high as in New Zealand and very much higher than the price of Argentine 
beef delivered on the London market, the situation can only be explained 
by the policy of self-sufficiency practised within the EEC to the detriment 
of the develdping countries and their prospects for a larger share of the 
export trade. 
The geographical distribution of the meat trade is:quite different 
from that of trade in tropical commodities. Latin Americans share in the 
EEC countries is about 17 per cent, and it continues to provide 28 per cent 
of the United Kingdom*s imports- and less than 15 per cent of the'meat 
imported by the United States (mainly from Mexico and Nicaragua). Latin 
America's small share of the United States market is due not to protectionist 
measures (the United States having increased its imports from Australia 
and New Zealand), but to-'health restrictions agairtet1 foot-and-mouth diseasej 
which affect more particularly exports from Argentina, Uruguay and Paraguay. 
The restrictions placed in the United States on meat rrom Argentina, 
Uruguay and Paraguay may eventually be lifted, particularly in view of. 
the successful results achieved in the campaign to eradicate foot-and-mouth 
disease.' Latin America's share of the United States market'may then be 
expected'to increase. On the other hand, the position is much more serious 
with respect to the EEC 'countries. The "draft regulation on beef includes 
points which can only arouse misgivings, particular^ in view of the 
ihtention, sometimes expressed, that the LEC shall in time be dome virtually 
self-sufficient. Moreover,"the direct and indirect subsidies granted to 
meat production and particularly the restrictions placed on imports have 
helped to keep x̂ orld meat prices low. Moreover, the uncertainty created 
by sporadic access to this market, and at unsatisfactory prices, discourages 
the Latin American countries from adopting a vigorous production policy 
designed to increase the quantity of meat.available for export. 
Lastly, the two remaining commodities - wool and linseed oil - are 
subject.to much fewer restrictions since they are industrial raw materials 
and, as such, are granted generally favourable treatment under the tariff 
policy of the developed countries. While in 1961 itfool represented only 
2.9 per cent of Latin America^ total"exports, it was an important export 
item for Argentina (15 per cent of its total) and particularly for Uruguay 
(65 per cent). "There is no danger'of the ESC countries' attemtping to 
become self-sufficient .in wool as they only 'produce 9 per cent of their . 
requirements. Moreover, man-made fibres have not affected wool's share 
of total v*orld fibre consumption, .which remains at 10 per cent. 
As a rule, wool may be imported freely into the developed countries. 
The only restrictions in force are applied by Portugal (import licences, 
discriminatory measures and additional charges), Denmark (import licences 
and discriminatory measures) and Spain (import licences, discriminatory 




4« Ores and fuels 
Latin America's exports of petroleum and petroleum products, 
copper, tin, iron, lead and sine ore in . 1961 totalled about 3,200 million 
dollars, a value*equivalent to 36.7 per cent of the region's total exports. 
.In the same year* petroleum and petroleum products alone accounted for 
over one-fourth of total Latin American exports, at a value of 2,300 million 
dollars. 
As a rule, world trade in ores and fuels is not subject to 
high customs tariffs and other restrictive or discriminatory 
measures are far less severe tnan those levied on agricultural commodities. 
Sometimes, as in the case of the. United States1 petroleum and copper imports, 
tariffs and quotas are imposed' in order to protect domestic producers; in 
others, there is some slight tariff discrimination aimed at according 
preferential treatment to associate territories. However, the main 
difficulties in this field stem from factors of a different, kind, to some -
of which brief reference win be made below. 
One of these is the.fact that the most important oilfields 
in the area ar6 in the hands of foreign enterprises v;hose similar interests 
in other areas and 'connexions with the principal centres of consumption 
determine the direction in which trade flows* This precludes the less 
developed countries from taking an active part in decisions on tho narketing 
of the product concerned. In many cases exports are effected in tho form 
of crude fuel or unrefined. ores, tliereby limiting the foreign exchange 
earnings that might" be derived from exports at a more advanced stage of 
processing« This applies, for example, to cobper and tin, the refineries 
of which are in the United States and Europe, and to some extent to 
Venezuelan petroleum, as well. 
The foregoing is reflected in the varying share of different under-
developed-areas in the markets of certain industrialized countries. In 
1961, for instance, the United States imported half .its corner from 
Latin America, while Belgium's imports came from the Congo (Leopoldville); 
60 per cent of the United Kingdom's lead imports were from Australia, Mew 
Zealand and South Africa, and only 3 per cent from Latin America, whereas 
Italy imported 45 per cent of its lead from Latin America; 12.4 per 
cent of France's iron ore imports were from Latin America and 30 per cent 
from Africa (mainly Algeria, Morocco and .Tunisia), 40 per cent of Italy's 
imports came from Latin America and 20 per cent from- Africa; the 
United Kingdom imported 13•3 per cent of its petroleum and petroleum 
products from Latin America and 3»6 per cent from Africa, while France's 
imports were in the proportion of 6.6 per cent from Latin America and 
32.8 per cent from Africa (chiefly the Sahara). 
The Organization of Petroleum Exporting Countries (OPEC) was set up 
in September I960 with a view to improving marketing conditions and 
increasing inccme from petroleum. The original members were . Iran/ Iraq> 




Indonesia, Libya and Qatar, and the participation as observers of Nigeria,-
Algeria, Trinidad and Colombia. In article 2 of the Agreement the Member 
Governments decided the following: 
That the Oil Companies should be required to maintain their prices 
steady and free from all unnecessary fluctuations; that the Member Countries 
should endeavour* by all means available to them, to restore present prices 
to the levels prevailing before the reductions; to ensure that if any new 
circumstances arise which in the opinion of the Oil Companies necessitate 
price modifications, the said Companies should enter into consultation with 
the Member or Members affected in order fully to explain the circumstances. 
Article 3 of the Agreement adds that the "Members shall study and 
formulate a system to ensure the stabilisation of prices by, among other 
means, the regulation of production, with due regard to the interests of 
the producing and the consuming nations and to the necessity of securing 
a steady income to the producing countries, an efficient, economic and 
regular supply of this source of energy to consuming nations, and a fair 
return on their capital to those investing in the petroleum industry." 
It. is common knowledge that Latin America's petroleum exports 
constitute one of the main sources of foreign exchange. The Uhited States 
is the chief buyer of Latin American petroleum, and imposes various types 
of restrictions designed to protect the domestic petroleum and coal industry. 
As far back as 1932 a tax of 21 cents per. barrel was levied on crude 
petroleum imports, which was reduced in 1952 to 5-1/4 and 10-1/2 cents per 
barrel according to the quality of petroleum. The United States reserved 
the right at the time to establish quantitative restrictions on imports of 
products connected with national defence. 
Voluntary quantitative restrictions of up to 7 per cent also began 
to be imposed in 1952 on petroleum imports other than from Canada and 
Venezuela« 
In.1959 the quantitative restrictions became compulsory and covered 
both petroleum and petroleum products, as well as affecting imports from all 
countries except Mexico and Canada, thus discriminating against Venezuela. 
Import quotas are allocated to United States refineries in proportion to 
their processing capacity. However, when its geographical location prevents 
a refinery from making use of its import quotas, it may transfer its share 
to another coastal refinery, and through this transfer obtains a benefit 
which, in fact, represents an import duty on petroleum and, in turn, amounts 
to a subsidy for those refineries which only process United States crude 
petroleum. 
A further aspect of the restrictions concerns import quotas- of fuel 
oil, a product competing with coal. Fuel oil does not seem to be affected 
by national defence problems, as in the case of crude petroleum and other 
petroleum products, but here protection of the United States coal industry 




All these restrictions are aimed not only at maintaining in the 
• United States a proportion of domestic production consistent with national 
defence needs, but also at affording protection for local petroleum produc-
tion whose , cost is usually higher than in Venezuela. 
The position of the EEC countries is still undefined and they are 
engaged in discussing their future policy, which will not be difficult to 
enforce owing to the fact that several of them import petroleum through 
government agencies. Although the EEC countries produce very little 
petroleum themselves, their output of coal is substantial and production 
costs in general are higher than in the United States. Measures affecting 
the interests of the Latin American countries may therefore be expected, 
Copper impôrts are not subject to quantitative restrictions in the 
developed countries. Furthermore, unprocessed copper has no import duties 
levied on it in the Federal Republic of Germany and the Benelux countries; 
it is, however, subject to a special tariff in the United States, equivalent 
to about U.2 per cent ad valorem; copper concentrates are also subject to 
special customs duties which in ad valorem terms are equal to approximately 
5.7 per cent in the United Kingdom, while Italy and France impose charges 
of up to 12 per cent, which in scane cases represent preferential treatment 
in favour of their overseas associates. On the other hand, there are heavy 
restrictions"and severe discrimination in the case of processed copper 
products. 
Neithër is iron ore - increasingly important Latin American export -
subject to tariff or quantitative;restrictions« -Its position has been 
maintained at .constant levels or has registered an upward trend since 1952, 
but in 1962 some reductions occurred which might be interpreted as symptoms 
of market saturation. 
Although 'unrefined tin - a major Bolivian export - is also exempt 
from import duties, there are heavy restrictions and discrimination in 
respect of the more highly processed product. Its prices on the world 
market have registered an upward movement in the past few years, as a 
result of reduced supplies both in Bolivia and Indonesia, but this trend 
is likely to be curbed by competition in tin substitutes such as aluminium, 
which may prove more suitable at certain price levels. There is an Liter-
national Tin Agreement in force from 19&L-66 whose primary purpose is to 
provide a buffer stock to-Leip to stabilize the world price by 
means, of purchases of tin when the price falls below a certain level and 
its sale when.a given ceiling price i& exceeded. As a result of steadily 
rising prices which, for the second time in twenty-eight months ̂ exceeded 
the ceiling contemplated in the agreement, the latter bec.Yae inoperative 
since tin stocks were exhausted. .Moreover, the IMited States - which is 
the main importer with strategic reserves amounting to over 350,000 tons, 
i.e., the equivalent of two years1 world production - is not a party 




D, OBSTACLES AND RESTRICTIONS IN RESPECT OF EXPORTS OF MANUFACTURES 
i 
The foregoing sections show clearly that the expansion of Latin 
America's traditional exports has been limited by a great many factors, 
related mainly to restrictions and discriminatory treatment applied by 
the industrialized countries. The persistence of such obstacles and 
their severe repercussions on Latin America's prospects of accelerating 
its development would justify an attempt further to diversify exports 
from the region, primarily through exports of manufactures and semi-
manufactures. The fact that this has not happened is largely due to a 
combination of adverse factors which have failed to provide sufficient 
encouragement for such an attempt or to prevent the attainment of 
satisfactory results. 
Some of the above-mentioned obstacles are similar to those analysed 
in connexion with traditional export commodities. Others are more concerned 
with internal problems and difficulties in the region, which are easily 
explicable since there is not only a question of expanding an existing 
trade flow but of embarking on new export lines. It would be well, 
therefore, to make a feirly thorough examination of the nature and 
magnitude , of the obstacles in question, distinguishing between those 
deriving from restrictive and discriminatory practices 5n force in the 
industrial centres, those deriving ftom the region's industrialization 
process, and those concerned with transport, distribution and marketing 
problems« 
1. Restrictive and discriminatory practices in Tforld trade 
in manufactures 
Any effort on the part of the under-developed countries to initiate 
and expand exports of manufactures and semi-manufactures to the major 
developed areas faces a series of obstacles and artificial barriers of 
varying importance and of different patterns and incidence according to 
the country concerned. The following are some of the main obstacles of 
that kind: 
(a) Tariff levels 
A common feature of tariffs is the progression in rates of duty 
according to the degree of processing which the products in question have 
undergone. Most raw materials are imported duty-free or at nominal tariff 
rates not exceeding 5 per cent, save in exceptional cases when the duty is 
fiscal in nature (e*g. tobacco) when a certain measure of protection is 
given to domestic agriculture or mining, or when the primary goods imported 
. are able to carry'high consumption taxes without affecting the manufacturing 
industries that use such goods. On the other hand^ a higher tariff level 
usually exists for partially manufactured goods, while for final manufactures 
or' end goods the rates become progressively higher, reaching levels that 
are often virtually prohibitive for exports even for producers located in 




In the leather industry, for example, hides and skins are imported 
practically duty-free in most/countries (in the United States the rate " 
payable on cow hides is. 4 per cent; in the European Economic Community 
countries imports are duty-free and in the United Kingdom they are 
also duty-free when not cured) Bovine cattle leather is dutiable 
at an average rate of 11 per cent in the United States, 10 per 
cent under the EEC common external "tariff, and iO or 15 per cent in the 
United Kingdom. „For travel goods of leather'the rates rise to 21 per 
cent (weighted average) in the United States, 19 percent in the EEC and 
as much as 30 per cent, in the United Kingdom. For leather clothing,-- -
the United.'States rate.̂ runs from 2$ to 40 per cent and over (with a 
weighted average of 28), while for footwear a rather similar tariff structure 
applies. Another example is that of wool, which in the United States and 
the EEC countries is subject to a tairiff of up to 20 per cent, depending 
upon its degree of processing. Meat' extract is subject to a tariff of 
from 3 to 30 per cent, depending upon the size of^the container. 
In the case of metals, most countries allow ores tb be imported 
duty-free, but impose duties which fluctuate between 7 and 15 per cent for 
semi-processed forms such as ingots, bars, blooms, etc. If processing 
is carried a stage further (e.g. plate, sheet, strip or wire) the 
duties increase slightly, while for tubes, pipes, fittings and 
other finished forms the duties in countries such as the United States, the 
United Kingdom and Japan are about 20 per cent or more. When converted 
into more , complex products such as internal combustion engines, 
vehicles* electrical appliances and equipment,-steel furniture, etc., 
still higher duties are the rule (frequently fluctuating between 25 and ' 
35 per cent ad valorem)« 
Table 51 illustrates the progressive nature of tariffs and at the 
same time indicates the absolute levels of duty which apply in the 
developed countries to three categories of non-food products, excluding 
petroleum and petroleum products. 
It wilT be observed that, except in the Scandinavian countries, the 
average rate of duty for finished products was from 17 to 21 per cent, as 
compared with 0-4 per cent for unprocessed materials and 11-16 per cent for 
intermediate products destined for further transformation prior; to final 
use. If less industrialized countries outside Europe are considered, still 
higher tariff levels for manufactured goods are found. In Australia and 
New Zealand, for instance, tariffs of 45-55 per cent apply to most products 
competing with local industry; while in the developing areas of A$ia (as well 
as in Latin America itself) the combined'level of duties and surcharges on„ 
the less complex forms'-of manufacture present an insurmountable obstacle.. , 
for the producer wishing to enter the market. 
» • 
The existence of preferential trading areas such &s.tKo.se of .the e. ... 
British Commonwealth and the. European Common Market further handicap the 





TARIFF LEVELS IN DEVELOPED COUNTRIES FOR NONFOOD COMMODITIES 
(Most-fa vour ed-n?,t 1 on regime) 
Percentages ad valorem (or equivalent); unweighted averages 
Item or group United States EEC 
United 
Kingdom Austria Denmark Norwry Sweden 
Switzer 
land Canada Japan 
A* Crude materials 
Textile fibre 6 0 2 0 0 0 0 2 9 . 0 
Hides and skins 1 0 2 0 0 0 0 0 0 3 
Timber 0 k 5 2 0 0 0 . If 0 1+ 
Rubber e 0 0 0 0 0 0 0 0 0 
Minerals, non-metallic 2 0 8 8 0 0 0 3 2 1 
Fertilizers 0 0 6 k 0 0 0 2 0 0 
Animal and vegetable material k 0 7 3 0 0 0 1 1 2 
Metallic ores k 0 0 0 0 0 0 0 0 0 
Trial a/ 2 0 k 2 0 0 0 2 0 1 
6. Interoediate products 
Textile yarn 20 10 18 10 3 7 / 0 7 13 8 
Leather and furs 20 12 15 12 12 20 7 5. 16 2k 
Timber 11 12 Ik 13 2 5 It 11 9 18 
Paper 9 Ik 11 13 k 6 3 16 16 13 
Rubber materials 15 13 Ik 6 5 11 7 3 15 11 
Minerals, non-metallic Ik 10 13 16 2 6 10 11 11 12 
Chemicals 30 11 15 8 2 10 2 8 8 17 
Metals 9 8 . 7 9 2 1 1 5 7 13 
of whioh: \3Twrougftt k k l 3 0 0 0 3 6 
plates and sheets 11 10 10 13 3 2 2 
bars, rodsietc^wrought 12 1C 10 12 2 2 2 7 8 17 
Total a/ 16 11 13 11 k 8 5 8 12 Ik 
C. Final products 
Simpler manufactures 22 17 20 22 10 13 ? 9 19 19 
Textiles and clothing 29 18 2k 2k Ik 18 llf 12 25 18 
Leather footwear and furs 25 2C 22 21 18 22 12 9 22 28 
Wood products 19 Ik Ik 19 6 9 5 12 18 16 
Paper products ié 19 18 2k 10 12 8 12 19 15 
Rubber products 19 19 2k 28 8 14 11 6 20 19 
Minerals, non-metalllo 31 l7 22 22 9 12 11 10 ik 15 Chemicals 15 ik 16 19 7 9 6 7 11+ 17 
Metal manufactures 23 16 21 20 6 10 8 10 18 20 
Miscellaneous 2k ik 19 17 8 12 7 7 19 20 
Mere complex manufactures 18 17 2^ 18 6 Ik 10 7 14 20 
Machinery, non-electrical 12 13 17 18 € 10 9 6 9 17 
.Maohlnery, electrical 20 15 23 21 8 13 10 5 18 18 
Transport equipment 22 25 21 8 22 13 17 30 
Scientific Instruments 28 17 33 13 3 11 8 5 11 17 
Trial 21 17 21 21 8 13 9 9 17 19 
Summary* 
Crude materials 2 • * k 2 0 0 • 2 • 1 
Intermediate products 16 11 13 11 8 5 8 12 14 
Final products 21 17 21 21 8 13 9 9 17 19 
Source: National Tariffs; "Atlantic Tariff and Trade", Political and Economic Planing, London 1962. 




(b) Quantitative restrictions - ... 
While the post-war years have witnessed a considerable reduction 
in quantitative restrictions on imports, nearly all developed countries 
maintain a few measures of this kind for certain manufactured commodities 
imported from other areas. *" Ih some cases, the situation is justified* on 
balance-of-payments grounds (e.g. in Denmark, Japan, New Zealand and 
South Africa). In others, it is generally claimed that unrestricted entry 
would disrupt the domestic market arid damage local industry. The number 
of products involved is not large, but they provide a.clear illustration 
of the persistence of measures which do nothing towards effectively 
liberalizing trade and give potential exporters the impression that there 
are no sufficiently sound bases for a sustained and serious effort to 
diversify exports. 
Symptomatic.of a'reluctance to permit liberalized trade is the 
existence of saving clauses in the trade agreements of industrialized 
countries, thé recognition of danger points beyond which excess imports 
would not be pemitted, ând the imposition in recent years of so-called 
voluntary agreements "vihose prime objective is to protect local industry 
lander the prètence"of orderly market regulation. For the less developed 
countries, where bargaining power is weak and alternative markets hard to 
achieve, the-acceptance of voluntary restrictions on recently initiated 
and as yet limited trade flows has been the only course open to them. 
An example of.this is the recent long-term agreement for trade in cotton 
textiles, which affects Colombia amongst other under-developed countries, 
sincé it limits the volume of exports that can be made to developed • 
countries. 
(c) State trading 
A problem of potential rather than present importance is the 
absolute power of State enterprises in certain countries to determine the 
source of supplies, thus assuming a monopsonistic position which might 
distort the usual flow of trade. In the market . economy countries, however, 
State trading applies in only a limited number of cases, mostly related 
to purchases of tobacco and vegetable oils. The principle involved is 
nevertheless significant in that the products concerned are imported 
almost entirely in an unprocessed or semi-processed state, the possibility 
of expanding Latin American exports of the manufactured product 
(e.g. cigarettes) being correspondingly remote. 
The situation of State trading as carried out by countries xd.th 
centrally-planned economies is more complicated, involving problems such 
as access to markets, stability and continuity of trade, price and payment 
systons, .and the role i-fhich the items concerned play in the over-all 
development plan of the importing country. These problems are dealt with 




(d) Dumping practices and subsidies . 
Latin America's exports of manufactures and sQ?.i-manufactures 
to overseas markets are not dependent only on the practices followed by 
the importing country, but also on those of third countries. It is true 
that, in some instances, the advantages of lower production and distribution 
costs enables them to under-sell Latin America on equal terns (for example, 
the textile industries of Hong Kong, India and Pakistan), But, in others, 
some countries can compete to better advantage through the adoption of 
differential prices for export products when the producers concerned wish 
to obtain, or maintain, a foothold in the overseas market, A variant of 
this policy is sometimes applied to industries where a large part of the 
costs are fixed, marginal costs being much lower than average costs per 
unit of production. 
Anti-dumping legislation exists in few countries and its range of 
action is limited. Where no domestic industry is prejudiced, the 
importing country normally shows no interest in curtailing dumping, even 
in the case of claims by affected third countries» In recent years no 
country, either in accordance with the GATT provisions or its own 
legislation, has taken steps to prevent or sanction these practices, 
(e) Other restrictive or discriminatory trade practices 
Besides those mentioned, a number of minor restrictions exist 
which, if not of significance for trade from a global viewpoint, affect 
the marketing of individual items, taxing regulations, although contrary 
to article III of GATT, apply to the manufacture of certain commodities . 
in certain countries (e,g, tobacco, oils, margarine, soaps), and the 
requirement that a given percentage should be of domestic origin undoubtedly 
influences the flow of trade in the itaas concerned. Quarantine, sanitary 
and marking regulations have also at times been applied in a discriminatory 
way to restrict the entry of products from a particular country of origin; 
while the point has more relevance in the case of foodstuffs (notably 
meat), in some cases the items concerned are processed goods (e#g, butter 
and cheese), which are of interest to manufacturers in the Latin American 
region. 
An allied problem arises when in certain instances, anti-dumping 
legislation is unfairly invoked to prevent exports from under-developed 
countries from competing in the local markets of industrialized countries. 
In many cases, Latin American exports (e.g, Venezuelan cement) have been 
unable to obtain access to the market of an industrialized country owing 
to the method Used by the would-be importing country for calculating 
prices in the country of origin. Although most requests for the 
establishment of anti-dumping duties in countries like the United States 
have been rejected, the danger of such action (and the risk of having 
to pay the corresponding duties or to ship the goods back) has sufficed 




Unnecessary or excessive fees and documentary requirements' also restrain 
trade in both the industrialized and the developing countries- but' -'-.heir 
effect is general rather than discriminatory in nature® Similar rŝ iprks apply 
to internal taxes and other charges which'",'although significant in discouraging 
the consumption of certain commodities (especially where a graduated tcuc 
structure imposes varying rates on different .items), create a more serious 
problem for nonnnanufactured goods (coffee, tobacco, tea, etc.) than for 
manufactures. 
2. Some characteristics-of Latin America*s industrialization process 
The combination of factors referred to in the preceding sections ha,3 
in fact been sufficiently powerful to exert a decisive influence on certain 
patterns of Latin America's industrial development" process. These, in turn, 
have further weakened its chances of exporting manufactured goods. 
Th.e main question is that, under the pressure, of balance-of~ 
payments problems and other development needs, industry was forced to turn 
first and foremost to import substitution. The purpose of industrial 
undertakings was to alleviate pressing problems and they could consequently 
expect that the necessary incentives and protection measures would be adopted. 
Although in the long run an equally firm policy of incentives could have 
prcanoted the development of export industries as well, these could not be ex-
pected to produce results quickly enough to solve the more immediate problems. 
To a certain extent, even external interests contributed to that pattern. 
For example, new industrial enterprises were frequently sponsored by foreign 
firms anxious to maintain their position in the local market through the 
establishment of local subsidiaries, thus also benefiting from the general 
climate of protection that was being created.-
In short, to export was not an objective in the early stages of Latin 
America's industrialization. .In view of the conditions then obtaining 
and the absence of development plans, perhaps it could not have been other-
wise. Be that as it may, the important..thing now is not so much to assess 
the merits or shortcomings of that industrialization policy, but to point 
out that it notably impaired the capacity of Latin American industry to 
compete in external markets and that its effects will still be felt in 
the future« 
High tariff barriers' have often, precluded a reasonable amount of 
competition that would gradually lead to improved organization of produc-
tion, greater efficiency and a higher level of productivity. pjor 
establishment of proper systems of quality control been considered essential; 
this has proved to be a further obstacle to participation in markets organized 
on stricter and more efficient lines. Similarly, protectionism and limited 
competition have fostered relatively high gross profits^ favoured also by 





These factors have, of course, led to relatively high manufacturing 
costs and prices, to î hich the other factors mentioned briefly below have 
also contributed; 
(a) Scales of production 
In many cases manufacturing industry, designed exclusively to 
supply domestic markets t̂ hich are usuaJULy very small because of the size 
of the population and its low income levels, has chosen techniques which 
do not allow it to derive the fullest possible advantage from economies 
of scale. In others, where the choice of techniques is less flexible, 
market limitations have made it necessary to maintain considerable unused 
capacity, m.th the consequent repercussions deriving frcm high capital costs, 
(b) Avail.ability of credit and lox* interest rates 
The credit restrictions prevailing in general in the Latin American 
economies are well known, as are also the rather high interest rates 
applied. Moreover, the traditional patterns of international financial 
co-operation have not favoured the channelling of external resources into 
manufacturing activities* In addition, capital goods are more expensive 
in developing countries, and investment requirements for certain 
installations are correspondingly.greater* 
(c) Raw materials and fuels 
While Latin America derives an initial advantage from its plentiful 
supply of raw materials, various factors often reduce this advantage when 
it comes to developing industries for the processing of these raw materials 
for export. Freight costs are one such factor since it usually costs much 
less to ship raw materials for processing in the industrialized countries than 
to send the finished product. In addition, many firms in industrialized 
countries, by reason of their financial associations, are in a position to 
buy, at particularly favourable prices, raw materials of a type which Latin 
America too must occasionally import. Lastly,while raw materials and fuels may 
be plentiful in Latin America, the deposits are often located far from the 
centres of production* and as long as transport facilities are inadequate 
this detracts considerably from the advantages they offer, 
(d) Skilled labour and technical "know-how" 
The low standard of literacy in some Latin American countries, the 
lack of previous industrial experience and the shortage of technical training 
facilities are some of the factors that have offset the advantages of 
plentiful labour^which is. a feature of the Latin American countiies, The 
same applies to the technical knowledge required at the level of professional 
entrepreneurs and production organizers, which has often been conducive to 
the passive adoption of methods and techniques designed for very different 
conditions prevailing in the large industrialized centres (frequently 
against payment of royalties or patent rights, the engagement of 




and administrarive personnel overseas), without adapting these 
techniques to the peculiar characteristics of the Latin American 
economies« 
A series of internal factors thus arise which, added to those mentioned 
in connexion with the import policy of industrialized countries and other 
transport and marketing problems, have in the past constituted a serious 
obstacle to the development of a substantial flow of manufactures from Latin 
America. There can be no question of establishing an order of priority 
among all these factors: the efforts that can be made in the areas that 
depend on decisions by the I<atin Americans, themselves will prove sterile 
unless the external factors referred to are modified. In turn, the mere 
removal of impediments to world imports of manufactures will only create 
opportunities that cannot really be taken advantage of until major changes 
are made in Latin America's traditional industrialization policy. 
3* Transport, distribution and marketing problems 
Apart from the restrictive and discriminatory trade practices still 
being applied by the industrialized countries to..trade in manufactured 
products, and the problems of a predominantly internal nature which have 
limited the power of the Latin. .American economies to diversify exports, 
other difficulties arise which are mainly connected with the transport, 
distribution and marketing of manufactured goods. 
Some of the salient problems in this respect are set forth below. 
(a) Inland transport and port facilities 
In some Latin American countries, the main centres of production are 
located at points not directly connected with the lines of communication to 
overseas markets (Bogota, Cordoba, Mexico City, etc.). The same problem 
exists in industrialized countries such as the United States and Canada, 
but in Latin America it is aggravated by the lack of good inland transport 
facilities. The inadequacy of these facilities is reflected in high costs, 
irregular deliveries and difficulties in co-ordinating production with 
export schedules. 
Port facilities are equally deficient» In. many countries handling 
arrangements are inadequate, and the risk of damage (including that arising 
from unsatisfactory warehousing conditions) is considerable. Delays in the 
shipment jof goods and the long stop-over of ships in Latin American ports 
are other factors that raise .freight charges on incoming and outgoing 
cargoes. It has been estimated that approximately half the total freight 
costs in Latin America consist of port expenses (including harbour dues, 
wharfage, loading and unloading and crew expenses while the ship is in dock). 
Then, too, unprocessed commodities (especially ores) can often be 
shipped at low bulk cargo rates, whereas the small amounts of manufactured 
goods exported by Latin America are regarded as general cargo at the 
correspondingly higher freight rate (often calculated on an ad valorem 
basis). /Finally, while 
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Finally, While there are. regular air and shipping services between 
Latin America arid the United States or Europe, those to other areas 
(Eastern Europe, Indonesia, Oceania, the Philippines, certain countries 
in Africa and Asia, etc.) are infrequent or non-existent, 
(b) Financing, bf exports 
The serious shortage and high cost of all forms of credit in Latin 
America (whether short, medium or long-term), coupled with the lack of an 
adequate system of insurance against., the risk involved in exporting on 
credit* are urgent problems that severely hamper the development of exports 
of manufactured goods from Latin America» Those problems are intensified 
by the competitive nature of the credit schemes open to exporters and the 
preference of consumers for the source of supply that offers the most 
advantageous .terms -of payment. 
In the more advanced countries, the financing facilities available 
to exporters . jncreased considerably after the war; the onus of financing 
used to be the responsibility of the purchaser, but today it is generally 
laid upon the supplier of the merchandise. In many countries, the export 
credit and credit insurance schemes are Statè-operated, In others, the 
State acts as sponsor, providing a large , part of the operating .capital 
but leaving the "administrative aspects in the. hands of private or semi-
public bodies. In certain cases, the schemes.apply to the transaction 
from shipment to delivery, while in others, pre-financing (coverage of 
the direct production cost) is included, and in yet another category post-
delivery financing (including sales expenses, stock maintenance, post-
sales services and research into consumer requirements) is covered as well. 
In addition, insurance against cdimaercial, political and economic risks 
and catastrophes is available for certain types of coiraiiodities. 
No; such schemes existed in Latin America until recently. Moreover, 
although short-texm funds are available from normal banking sources, the 
interest rates of lâ to 20 per cent or even more are far beyond those 
paid by overseas competitors (8 to 10 per cent), thereby handicapping' 
the Latin American exporter, .The.recent measures taken by the Inter-' 
American Develôpmènt Bank to finance certain Latin American exports are 
confined to intra-regional trade and are not currently applicable to 
exports to countries outside Latin America« . 
(c) Market discrimination 
t ' 
;A*further obstacle is .the discriminatory purchasing system treated 
through the implicit reservation of specific markets for producers in 
specific comtries. In latin America, for instance, many firms are 
subsidiaries or associâtes of United States or:,$uràpëàn firms, and 
although they are usually granted complete autonomy for local operations 
in the particular Latin American country concerned, their operations in 
other parts of the world are controlled, .directly, or indirectly. Pirect 




area where the parent company or another subsidiary is operating» In other 
cases,-the distribution arrangements are. of an indirect nature, arising 
out. of .unwritten agreements between associated manufacturers to respect 
their particular spheres óf action... At times, the arrangements between 
the parent company and the subsidiary are more binding, the former 
providing the capital, the technical know-how and, if necessary, the 
managerial staff, and even the skilled labour. In return, the subsidiary 
is assured of market for its products,, but is tied to a system that 
prevents it from selling in other countries and from carrying its 
processing beyond a given stage vdthout the approval of the parent 
company (as in the case of copper, tin, iron ore and, to a certain 
extent, petroleum), 
4; (d) .Other marketing problems 
Additional problems facing the Latin American exporter of manufactured 
goods, who is anxious to obtain a foothold in overseas marie jets are lack of 
knowledge, insufficient experience, inadequate research into consumer needs 
tod preferences, marketing shortcomings and lack of- credit • for developing 
new markets* 
These aré yet another consequence of. the traditional- orientation of 
Latin American manufacturing production, towards local rather than foreign 
markets, which has meant that producers are largely ignorant of such 
matters as the most convenient distribution arrangements, the administrative 
regulations of the exporting country, (including customs tariffs, tax laws, 
etc»), local requirements regarding grading, packing, health, marking and 
so on> quite apart from the other drawbacks mentioned before. 
. While indústri¿izéd countries have5 satisfactorily organized systems 
covering trade promotion centres, information services, commercial 
representation, market research, etc., these facilities are not available 
to Latin .American producers. . .Even in the case of primary commodities, 
the normal procedure is to sell to traditional purchasers who generally 
have their-own buyers in the Latin American country, thus eliminating 
or reducing the need for overseas contacts. As regards, non-traditional 
exports, the small amount of trade involved militates .against the develop-
ment of a dynamic marketing organization which could promote the sales of 
manufactured goods abroad and solve problems of consumer needs, design, 
quality and consistency, transport and delivery schedules, packing, 
grading, sanitary requirements, and everything related to documents 




E. THE IMBALANCE IN FOREIGN TRADE IN INVISIBLES 
In addition to the restrictions that prevent Latin America from 
developing its traditional export trade, and the barriers to diversification 
of its exports through the initiation and expansion of a flow of manufactured 
goods to other countries, yet another element handicapping its'foreign trade 
is the disequilibrium in invisible transactions. 
Trade in invisibles comprises a wide variety of items, among which 
the most representative, apart, of course, from capital transactions, are 
freight and passenger transport services, insurance on shipping and incoming 
and outgoing cargoes, travel and the tourist industry» The importance of 
some of these items for Latin America's balance of payments is apparent from 
table 52, 
The freight figures included in the table refer, on the debit side, to 
the total f.o.b, freight value of imports, including those carried in domestic 
ships. On the credit side, the figures include the freight value of exports 
carried in domestic ships and of cargoes carried in Latin American ships 
between third countries, as well as the freight value of imports carried in 
domestic ships. While the latter should not be included in the balance of 
payments, their inclusion in the debit figures made it necessary, from the 
statistical standpoint, to include them also in the credit figures. This 
does not, of course, affect the balance. The same applies to insurance; the 
debit figures include all insurance on imports contracted at home or abroad. 
Therefore, insurance contracted at honie both on imported and exported goods 
have also been included in the credit figures• 
Freight charges on- imports constitute about 10 per cent of their 
f.o,b, value. Total freight costs of exports, including those carried in 
foreign vessels, may be estimated ̂ t 1,100 million to 1,200 million dollars. 
Accordingly, the aggregate value of freight for Latin AmericaTs foreign 
trade is about 1,900 million dollars or 2,100 million dollars if insurance 
on imports and exports is added. The regionTs credit balance for travel 
and the tourist trade is due largely to Mexicofs substantial income under 
that head and, to a lesser extent, that of Haiti, Panama and Uruguay* If 
these four countries are excluded, these would be a negative balance of some 
130 million dollars. 
The amounts in question are thus of sufficient relative importance to 
be studied at some length. The data available and the state of current 
knowledge on the subject necessarily limits the analysis to a single factor, 
albeit the most important, which is maritime transport. 
In connexion with travel and the tourist trade, it should be indicated 
that out of a total credit of 927 million dollars, the South American 
countries1 share was only 160 million dollars, which shows that a large section 
of Latin America has failed so far to take advantage of the tourist and travel 
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-657.̂  4 . 308.5 
Source: Summary based on the -International Monetary Fund study entitled International transac-
tions In services in the Balance of payments of under-developed countries, revised 




The Importance of maritime transport will be more clearly understood 
if it is pointed out that more than 90 per cent of Latin America1s exports 
and imports are carried by sea. In 1961, the region!s debit balance under 
the head of freight was 527 million dollars, or 640 million if insurance 
and other transport charges are added,13/ Although the Latin American 
countries are seldom left with a debit balance for freight charges on 
exports, as they are in the case of imports, they are often compelled to 
absorb rate increases in order to maintain their competitive status on 
world markets, or to face the fact that freight charges remain steady while 
export prices drop# It should also be pointed out that although total 
freight charges in respect of Latin Americafs world trade amounted to 
1,900 million dollars in 1961, Latin American shipping companies received 
only 207 million dollars - U per cent of the total - in freight charges. 
Two main factors will determine how far these conditions in Latin America 
can improve. One is a larger and better merchant marine including better 
harbour facilities. The other is the abolition, on the part of the major 
shipping-powers, of certain discriminatory practices and attitudes hampering 
'a reasonable and equitable.development of Latin.Americafs merchant fleets. 
The merchant fleets of ten Latin American countries « the nine countries 
of South America (excluding Bolivia) and Mexico - now consist of 784 vessels 
with a gross tonnage of 3*4 million tons and a dead weight of 4*7 million 
tons, which amount to barely 2,4 per cent of the world total. This percentage 
is remarkably low, considering that the volume of these countries* maritime 
trade, is more than 21 per cent of the world total, and has tended to decline 
in the last few years (in 1949 it stood at 2.6 per cent). 
Thus, Latin America depends to a great extent on foreign vessels 
for its export and import traffic, since its own ships carry 14.8 million 
metric tons, i.e,, only 6 per cent of the area^ entire foreign trade. 
23/ These cover a fairly heterogeneous combination of assets and 
liabilities, mainly disbursements and receipts in respect of vessels 
chartered by Latin American countries, sea and air travel, and 
miscellaneous expenditure in ports and airports for ships and planes, 
particularly for fuel and other supplies, loading, unloading, harbour 




This explains why most of the latin American countries have taken 
a number of steps to develop and protect their merchant fleets, 14/ 
particularly since the Second World War when they were seriously handicapped 
by the dearth of national merchant ships and the shortage of foreign vessels 
14/ -By virtue of Act No. 6,987 of 1948,-Argentina decreed.that all 
exports or" imports of goods by official or semi-official -Bodies 
would be carried under the national flag, Brazil, in its 
. Act No. :3,38I of 1958, promulgated the following.year, ruled that 
imported goods enjoying the protection of a government franchise, 
or acquired totally or partially with the aid of credit from 
official financing agencies',, should/ with due regard for the 
principle "of reciprocity, be carried under the Brazilian flag. 
, • , Colombia* and Ecuador expanded their own transport capacity by 
forming in 1947, together with Venezuela which subsequently with« 
drew, the Greater Colombian Merchant Fleets whose vessels receive 
preferential treatment in the transport of goods intended for 
government bodies. Under Act No." 12,041 of 1956,. Chile reserved 
for its own vessels the right to transport 50 per cent of all* 
maritime cargo traffic between Chile and .countries that were -or 
•are,served by Chilean shipping lines. ..Since 1961, Uruguay has 
made it obligatory for cargoes owned .by, government enterprises 
to be carried under its.flag, and from June 1963 onwards, extended 
•!" \ the requirement to departmental governments, autonomous agencies 
and decentralized services, &t the same time reducing the exchange 
surcharge ori goods transported in national merchant ship.s by 
- 50 per cent and exempting them from payment of the 6 per . cent 
taix on transfers of funds abroad. La'stly, Venezuela has provided 
that state-owned cargo should be transported in vessels flying 
the national flag and, by ministerial resolution in 1961, that 
. goods, exempt from payment of import duties (capital goods, :etc. ) 
shoulcLalso be carried ?by its'own ships. . ; r 
/tb carry „ 
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to carry their traffic» The measures adopted on a national scale have been 
supplemented by agreements reached at international meetings» 15/ 
. Such aims naturally have to confront the obstacles inherent in 
the Latin American countries1 limited powers of investment and the 
comparative importance likely to be attached to investment in this field 
as against other economic development requirements. Moreover, the 
incentives for an expansion of the region's merchant fleets and even 
for a more intensive use of available transport capacity are robbed of 
much of their force by unfavourable attitudes and policies on the part 
of the big sea powers. 
In fact, every time a Latin American countty has mad® legal or 
administrative provision for its merchant fleet to take a more active 
part in its import and export trade, it has not with opposition from the 
15/ At the Chapultepec Conference (Mexico, 1945), it was agreed that 
"the American Republics consider the promotion and development 
of their merchant fleets and the establishment of adequate transport 
systems for each country to be a keystone for their economies", 
and at the Meeting of Ministers for Finance or Economic Affairs 
at theffourth extraordinary session of IA-ECOSOC (Rio de Janeiro, 1954) 
it was stated to be "the policy of the American Republics that 
their national merchant fleets, composed of vessels flying their 
flags, should carry a substantial part of their foreign trade". 
Similarly, the Charter of Punta del Este recognized that "the 
promotion and co-ordination of transportation and communications 
systems is an effective way to accelerate the integration process" 
and that "in order to counteract abusive practices in relation to 
freight rates and tariffs, it is advisable to encourage the 
establishment of multinational transport and communications 
enterprises in the Latin American countries or to find other 
appropriate solutions". ALALC, for its part, has been engaged 
since 1961 in working out a definition of regional maritime policy 
and has set up an Advisory Commission on Transport, which, at 
its first meeting (June 1963), adopted the preliminary draft of 
a General Convention on Waterborne Transport based on the 
Montevideo Treaty, whereby intra-regional trade was reserved 
for ships flying the national flags of the Contracting Parties. 
As agreement could not be reached on some of the principal articles 
of the Convention - the most important of which concerned multi-
lateral cargo reservation rights - it was decided at ALALCs 
third round of negotiations (November 1963) to keep the matter 
open for discussion. The question of a shipping policy for the 
area is also of interest to the newly-established Latin American 
Shipowners Association, which was to discuss it at its next general 
o o e ? «-rr-i (~1 a /-v . T s m i a t n r 1 0 A M 
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traditional sea pox̂ ers in the form of complaints through diplomatic 
channels and, in some cases., by making the granting of economic 
aid conditional upon the waiving of the principle of reserving cargo 
rights. 
The traditional maritime powers also resort to direct and indirect 
preferential measures to help their own merchant fleets, thus making 
it difficult for Latin American shipping to take a more active part in 
transporting the region's exports and imports. For instance, France, 
Italy and the United States pay constriction and operating subsidies 
to their shipowners to enable them to compete abroad; the Federal Republic 
of Germany, Greece, Italy, Japan, Sweden, the United Kingdom and the 
United States give them a number of tax benefits; Denmark, France and 
Japan offer better amortisation terms to their shipping than to their 
land-based industries; and the Federal Republic of Germany, France, 
Italy, Japan, the Netherlands, Sweden and the United States grant loans 
at low rates of interest or pay part of the interest for ships to be 
built by their own nationals in domestic shipyards. 
Some sea powers also take ^teps to protect their own flags in cargs 
distribution, either through legislation proper or administrative measures 
requiring shipments by government enterprises or agencies to be carriad 
in domestic ships. Thus, in the United States the Cargo Preference Act 
of 1954 provides that at least 50 per cent of the quantum of aid cargo 
or any other cargo financed directly or indirectly by the Government or 
16/ As was the case in Chile during the discussion of Act No. 12,041 
(Promotion of the Merchant Marine), against which repeated protests 
were made by the Governments of eight maritime powers accounting 
for two-thirds of world tonnage. The same occurred when Colombia 
was considering a decree to protect its merchant fleet on the 
lines of the Chilean decree, when Brazil in 1959 passed a law 
favouring it̂ s merchant fleet and when Venezuela took steps to 
protect the State shipping enterprise. This has also happened 
recently in the case of Uruguay. Since 1957 the Greater Colombia 
Merchant Fleet has been unable to obtain in the United States the 
waivers 'required for cargo covered by Public Law No. 17 of 1934 
(Cargo Preference Act). Lastly, the shipping companies of Brazil, 
Chile and Venezuela that transport goods abroad have had to resort 
to the expedient of signing freight pool agreements vdth their 
European and United States competitors, in order to give them a share 
in the quota which the laws of the first three countries reserve 
for the national flag, and thus ensure that they do not block the 
application of protectionist measures. Such a transfer of transport 
rights to foreign vessels is, of course, contrary to the spirit of 
legislation enacted to promote shipping, Thus the scope of the 
policy of promoting domestic shipping, in support of which these 




its agencies shall be carried in American ships. While such cargoes 
form only a veiy ¿mall share of total United States exports, the 
developing countries which receive aid from the United States are the 
"ones'most affected by the provisions of the Act. 
The legislation of some, of the larger countries.also provides, for 
sanctions against countries taking measures that are considered .to 
discriminate against or threaten their interests. An example of this' 
is the United States law of 3 October 1913 which empowers the Government 
to impose a discriminatory duty of up to 10 per cent of the value of 
the merchandise imported in foreign vessels, and the Foreign Trade Act 
of 1961, promulgated by the Federal Républic of Germany, which establishes 
restrictions on the shipment of goods in vessels owned by countries 
"impeding thé participation,, on a competitive basis, of the German 
merchant'.flejet". ..'This provision has been applied since 1961 to Brazil 
and Venezuela, wfiose own .ships and chartered vessels cannot load cargo 
in the Federal Republic of Germany without a special licence from the 
Federal Ministry of Transport, "in order to protect the German merchant 
fleet from discrimination by these countries".. 
Moreover, the Latin American countries are competing for the 
right to carry their own cargoes not only with the vessels of sea powers 
that are heavily protected and subsidized by their Governments, but with 
another group in a highly.favourable economic situation, i#e.,.,the 
vessels that sail under a "flag of convenience". The flags-of Liberia 
and Panama, which are mainly;used in.this sense, together protect more 
than 14 million gross tons of shipping, of whichr9 million are tankers, 
i.e., more than three times the total tonnage of the Latin American 
merchant fleets;and six times that of their tankers. The owners of 
craft flying "shadow flags" are actually citizens of the traditional 
maritime nations who hope thereby to evade their tax liabilities and the 
need to fulfil certain minimum requirements as regards facilities"and" 
social security régulations for their crews.-
Freight conferences, although useful as a means of stabilizing 
tariffs and regularizing-international services,, have not proved an 
effective instrument for eliminating;,some of the restrictive harmful 
practices and irregular procedures.that are prejudicing the Latin American 
countries, which are in an absolute minority in such groups,.. The thirty-
four conferences that are concerned.with the main transport services \ 
linking Latin America with the United States and Europe bring together 
121 shipping companies, of which only eight are Latin American.. Moreover, 
only at fourteen of these conferences have some, of the regional lines 
been represented. Among the agreements detrimental to the maritime 
activities of the Latin American countries, the most harmful are those 
that divide some'traffic among the affiliated European merchant ships, to the 




conference group>17/ Nevertheless, the stand taken by the Latin American 
lines at the conferences in which they have taken part has led them to 
oppose tariff surcharges and higher rates increases which they have felt 
to be unwarranted and to obtain reductions in the freight rates for 
certain basic export commodities. For instance, the Greater Colombia 
Merchant Fleet managed to obtain reduced tariffs for coffee cargoes as 
s0onwas it took part in the European and United States conferences, and 
the Compania Sudamericana de Vapores secured special rates for the 
promotion of Chilean products in search of new markets (e.g. steel in 
Europe), and has recently prevented a surcharge from being imposed on 
freight for Arica. It has also been influential in ensuring that Chile, 
alone of the South American countries, does not add a surcharge to 
conference rates. 
At the present time, the only areas to which the Latin American 
countries maintain regular shipping services are the United States and 
Western Europe, with which more than two-thirds of their trade is 
conducted. But sea communications among the Latin American countries 
themselves are neglected and there is an almost total lack of transport 
services to the countries with centrally-planned economies - apart from 
Yugoslavia and Poland - and to such vast developing areas as West Africa. 
There can be no doubt that this state of affairs is also reducing latin 
America's possibilities of expanding and diversifying its export trade. 
17/ The conference betx̂ een Northern Europe, Brazil and the River Plate 
countries maintains an agreement whereby Danish, Norwegian and 
Swedish shipowners may not load in West European ports served by 
conference vessels, and these must, in their turn, refrain from 
taking cargo aboard in Scandinavian ports. The same arrangement 
holds good for affiliated Argentine boats which may not load in 
Scandinavian ports although Scandinavian vessels operate freely 
in Argentine ports. The European-Magellan and South American 
conference has a similar agreement, according to which Chilean 
ships are prohibited from taking on cargo in Denmark, Norway or 
Sweden although no restrictions are applied to ships of those 
nations in Chilean ports# 
/F. OVER-ALL 
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Ff - OTER-AIIi EVALUATION • ' t 
An over-all evalutation will riòw bè attempted, however general in 
character., of the effects on Latin America1 s .foreign trade of the complex 
of factors referred to above« Such, an eváluation is essential not only in 
order to explain past events and trendsy but-above all to deduce from past 
experience what can-and, should be done in the-future, both "through Latin ' 
Americans own efforts* and through action that would hâve to be left to., the 
more developed countries* . ~ 
The most important effects of the factors .'discussed are, of course> 
the very slow grottfth rate of Latin American exports in relation to thé needs 
even of, a degree of development that leaves much to be desired, and the 
losses due to unfavourable trends in the terms of trade. These losses are 
considerable not only in terms of capacity to import, but also of the total 
volume,of income generated in the reglón«. Both these fundamental effects 
have been sufficiently 'doalt .with in the section on Latin America*s foreign 
trade and economic development, and it'is therefore unnecessary to dwell 
further on them here» On the other hand it is useful to consider some 
ancillary conclusions, summed up in the sections that follow, 
1» Factors relating principally to the policy of the large industrial 
countries as causes of appreciable reductions in Latin America*s 
share of world trade and changes in the composition of the-
regioni traditional exports 
The magnitude and consequences of the stagnation of Latin American 
trade have been described in detail above» The extent to which this 
stagnation has affected certain basic sectors of the regioni trade has 
already beai shown in table 19» This table shows that between 1934-38 and 
1950-52, Latin America1 s share increased for only five of the twenty-three 
products covered by the data available, and only two of these products (sugar 
and-cotton) were of significant importance in the region's total exports» 
Between 1950-52 and 1959-61 there was a general though less marked reduction 
in idle Latin'American share; there was:an increase in respect of only .four 
of the thirty^one products considered, and of thèse cotton was the only 
product of any importance. It is not, of course, possible to assess with 
any precision the effect of this decline in Latin America1s share of the world 
market on the region*s foreign trade, but some calculations can be made by 
way of illustration* For this purpose it is convenient to confine the study 
to a smaller number of products in which Latin America has maintained a 
clearly competitive footing from the price standpoint. This applies, for 
example, to tropical commodities, notably coffee and cacao, which have 
remained competitive in relation to other areas, allowing for the 
differences of.quality for seme products« The same is true fdr some 
temperate-zone commodities among which maize, wheat, beef, barley and 
linseed have been selected for the purposes of the hypothetical calculation, 
products for which the Latin American prices, are, broadly speaking, the 
lowest in the world» If effective exports of these commodities are 




that went to Latin America in 1934-38 had been maintained, and the 
differences of the various averages are oppressed in f.o.b, prices for 
the year concerned, the following figures are obtained (in million of 
dollars): 
Tropical commodities: 
Coffee- (1953-62 ) 2 900 
Cacao (1953-62) 300 3 200 
Temperate-zone commodities: 
'Maize (1953-61) 2 400 
Wheat (1953-61) 1 800 
Beef (1953-61) 1 100 
Barley (1953-61) 200 
Linseed oil (1953-61) 150 5 600 
Total 8 800 
Thus, in roughly ten years, the reduction in Latin America*s 
share of world trade has involved a loss in export income of the 
order of 9,000 million dollars« 
Naturally, it is much more difficult to determine how far this 
reduction is related to the restrictive or discriminatory protectionist 
policies pursued by the industrial areas. Nevertheless, seme indirect 
indication of the effect of such policies can be obtained by studying 
the trends in the structure of Latin American exports. As stated 
previously, these policies were harsh for agricultural products, less 
so for fuels and ores, but virtually prohibitive as regards any 
possibility of a share of the market in the industrial countries for 
exports of manufactured goods. If these policies had in fact succeeded 
in having any marked effect on the flow of Latin American trade, the 
differences in the degree of protection and restrictions would 
necessarily be reflected in changes in the structure of Latin American 
exports, on the lines of the discriminatory treatment of the different 
types of products. 
A study of the figures in table 53 leaves little doubt that this 
is the case, even though the table is limited in scope because of the 
lack of data available for the periods selected between the years 





LATIN AMERICA^* COMPOSITION OF EXPORTS, FOR SELECTS) KSIODS 
(Percentage of total value) 
Product 1950-52 . 1955-57 1959-60 1561 
Basic exports . 96 93 93 
Agricultural 5** 49 41 
Lives to ok 12 9 10 11 
Fuels 20 26 27 27 
Minerals 10 12 13 Ik 
Other (non-traditional) esports k Jf 1 1 
Total exports 100 100 100 100 
Value In millions of dollars , 7-105 8 3*3 . ~ 8 420. 8 611 




Between the three-year periods 1950-52 and 1959-61 petroleum-
replaced coffee as the principal expert of Latin America, the share 
of petroleum increasing from 20,6 to 27.6 per cent of the regionIs exports, 
and the share of coffee declining from 22.6 to 17 per cent. Many agricul-
tural products also declined in relative importance during the same period; 
sugar, for example, from 9.3 to 8.1 per cent; cotton from 5 to 3*9 per 
cent; wheat from 2 to 1.4 per cent, and bananas from 2 to 1.8 per cent. 
The one or two increases were exceptional (for example, the share of maize 
rose from 0.6 to 1.4 per cent). Under the heading of livestock products 
the increase in the share of meat from 1.6 to 2.1 per cent was offset by 
decreases for wool (from 3.4 to 2.4 per cent) and hides (from 2.3 to 
0.9 per cent)# 
The increase in the share of mineral products was largely due tc the 
expansion in exports of iron ore (the only new product of any significance 
during the period, representing 3.1 per cent of total exports) and copper 
(whose share rose from 3.8 to 5.1 per cent). On the other hand there were 
significant decreases in the contributions of lead, tin and zinc. 
2« The agricultural policy of the industrial countries as 
a predominant factor in limiting the growth 
of Latin American exports 
The general information presented above is sufficient indication that 
the agricultural policy pursued by the main developed areas has been one of 
the principal factors responsible for the poor performance of Latin American 
exports. However, the implications of the problem are so far-reaching that 
it is appropriate to consider a few other relevant factors. 
One of these relates to the expansion of agricultural production in 
the industrial areas. In the United States agricultural production expanded 
by 15 per cent between 1930 and 1940, nearly 25 per cent between 1940 and 
1950 and nearly 30 per cent between 1950 and I960. This reveals a growth 
rate that is not in line with domestic needs. In the countries of the 
European Economic Community, the increase between pre-war levels of agricul-
tural production and those for the crop year 1962/63 were 50 per cent in 
France and Belgium, almost as much in the Federal Republic of Germany and 
Italy, and nearly 80 per cent in the Netherlands. In the United Kingdom 
agricultural production nearly doubled during this period. In addition 
it should be borne in mind, in evaluating the meaning of these increases, 
that the countries concerned have much lower demographic growth rates than 
those in large areas of the under-developed world. 
Another factor which should be noted is that this expansion can only 
have been achieved by a basic change in agricultural techniques. Under 
the stimulus of subsidies, price supports and reserved markets, which 
involved the mobilization of financial resources on a scale quite beyond the 
reach of the developing countries, the use of improved techniques and inputs 
has been taken to the limits of economicity. 
The figures in table 54 illustrate, for a sample group of commodities, 






INCREASE IN THE PRODUCTION OF TWELVE PRINCIPAL CROPS a/, .AND, CHANGES IN AREA UNDER 
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Source: PAO, The state of food and agriculture (C. 63/7, 1963) p , Il6# 
a/ Total weighted prices for *heat, rye, barley, oats, maize, rice, potatoes, soya, groundnuts, 
tobacco, cotton and Jute« . . 




The table shows that, in practically all the developing areas, the rise in 
production is due to increases in the area under cultivation, while in the 
more advanced economies the difference is mainly due to marked increases in 
yield per hectare, which in North America amounts to nearly CO per cent. 
This inevitably raises the question of how far an agricultural policy such 
as that pursued ty seme of the large industrial countries is legitimate, from 
the standpoint not.only of the principles of international solidarity and the 
responsibility of the industrial economies towards the developing countries, but 
also from a strictly economic point of view. Admittedly there would be 
some initial justification for trying to preserve the continuity of essential 
rural activities and avoid any deterioration in the relative position of the 
agricultural sector in the national economy, or even for confining action to 
an attempt to reduce or remedy tonporary balance-of-payments problems; neither 
course is likely to cause serious disturbances of international trade. But it 
is quite another matter when this type of policy is transformed into a 
permanent line of action and intensified to the point when it results in vast 
surpluses that subsequently came on the world market with the support of 
subsidies to offset their higher costs. 
The deterioration in prices that such a policy inevitably leads to entailed 
no problem for the industrial countries other than an adjustment in the subsidy 
levels, whereas for the developing countries the result was a reduction in the 
already low earnings of an impoverished agricultural sector. Because of this, 
and because of the need in these circumstances to restrict production to levels 
of output that can readily be disposed of, the developing countries are deprived 
of any chance of increasing their own agricultural activity or introducing any 
technical advances that might be economically justifiable. 
This does not apply only to temperate-zone commodities. The restrictions 
and charges that limit consumption of tropical commodities in the more advanced 
countries are a serious obstacle to any increase in exports from the supplier 
countries in the underdeveloped areas. In some cases, where the growth cycle 
is relatively long, it has not been possible to reduce output immediately in 
response to restrictions of demand, and the developing countries have been 
obliged to carry the burden of financing increasingly large surpluses. For 
coffee alone, the present Latin American stocks calculated at market prices 
represent some 2,500 million dollars^ or a quarter of the value of Latin 
America's total annual exports. 
It must be recognized, in addition, that the effect of the figures 
concerned is very different for the industrial economies and for the developing 
countries. Agricultural protection, for the former, means safeguarding a sector 
whose relative importance in terms of total income, is slight (5 per cent in the 
United States and the United Kingdom, 8. per cent in Belgium, 10 per cent in the 
Federal Republic of Germany and 16 per cent in France), and which employs only 
a small proportion of the total labour force. For the developing countries, on 
the contrary, anything that affects agriculture is affecting a sector that may 
generate more than half the national income, that represents a very high 
proportion of current export possibilities and absorbs a substantial amount of 
the labour force. . Similarly, the estimated 1,000 million dollars a year ̂.hich 
represent part of the loss to Latin America caused by the present distortions 
in trade in agricultural products are no more than a fraction of the foreign 
trade of the industrial countries, but represent about 12 per cent of all 




3. Continuing dependence of Latin American exports on a small 
number of primary commodities in the post-war period 
As previously stated, exports, of primary commodities (agricultural 
products, fuels and minerals) still constitute a very high proportion of 
the region's total exports: 93 per cent of total,value in recent times,' 
compared .with 96 per cent in 1950-52 and 94 per cent in 1948. This fact 
alone suggests that thè obstacles responsible for the very inadequate 'growth of 
exports of traditional prodücts have had an equal effect in blocking the path 
to any • establishment or expansion of new trade lines, especially in thè f o m .of 
exports of manufactures» However, a more exact assessment of the poesibJe 
effects of the conditiòns obtaining in the industrial economies, and of 
other factors of à domestic nature to which reference is made in the . 
appropriate sections, calls for a more detailed; study since in any consider-
ation confined to over-all-figures,the type of definition or c l a s s i f i c a t i o n 
adopted may have the effect of concealing trends of some.significance.' 
Table 55 shows the structure of Latin American exports as a whole, in 
I96I, by degree of processing. More than-three-quarters ôf thé region.1 è 
exports were in a crude òr virtuàlly unprocessed state,16/ 19 per cent in. 
a semi-processed or intermediate state, and only 3 per cent in á fully 
processed state» 
..-.Moreover, it would be incorrect to infer from these data that the 
exports of intermediate and finished products Represent manufactured goods-,, 
proper» The bulk of the figures in these categories are in fact petroléum 
products, refined minerals, fats and oils, refined sugar and other food-
stuffs which represent only very simply..processed forms:'oî-Latin America's 
traditional efcpdrt items. 'A clearer picture is given by table 56 which 
distinguishes between the manufactured exporta, of a non-traditional type . 
and those tñat aré forms* of the traditional primary commodities. This 
table shows that in 1961, despite' all the unfavourable factors affecting 
the region's traditional exports, the exports of manufactures proper 
represented only a little over 4-per' cent of the total* 
Among;,-the manufactured items not traditionally exportëd• cher/iicals, . 
textiles, animal fòods and other foods were the most * significant, but 
none of them accounted for even 1 per cent of the region's exports for 1961. 
Food products consisted mainly (in order erf importance) of cpcoa 
paste and butter, tinned fish, tinned fruit (principally peaches), coffee 
extracts, chocolate, tinned vegetables, fruit juices, tinned òr dehydrated 
milk, and sugar confectionery. A small amount of alcoholic' beverages were 
also exported, mainly wine from Chile and rum from the Caribbean countries. 
The most outstanding development in Recent years, is the growth of 
an export trade-in. fishmeal; exports from Peru, and to a smaller extent 
iff/ Conventionally, items such as chilled meat that involve only the 
minimum ,processing necessary for transport purposes are "considered 
as crude. The ŝ me applies to products such as cotton fibre, husked 






l a t i n amer i ca^ exports according t o z>bgree of p r o c e s s i n g 1961 
(Value 1b millions of dollars) 
Degree of prooessing 
Product - - - - — — — 
Unprocessed Intermediate Finished Total 
Food, beverages, tobacco 3 221 l8*+ lk& 3 553 
Textiles (fibres, yarns, etc.) 676 53 20 
Metals lfl9 576 37 * 032 
Petroleum 1 736 623 t/ - 2 35? 
Chemioals - ¿5 27 92 
Seeds, fats and oil& 29 133 ^ 
Other products 522 22 3k 578 
Not classified 2k 2k 
Total 6 627 1 656 266 8 5**9 
2/ Excluding Haiti and Nicaragua* 
t/ Includes diesel oil, gas oil and fuel oil, which together represent a value of million 
dollars, and gasoline and kerosene* representing a Value of 11? million dollars* On the 
basis of a slightly different classification gasoline and kerosene would be regarded as finished 
products* 





3/ LATIN AMEBICA : - EXPORTS OP TRADITIONAL AND NOW-TRADITIONAL 
MANUFACTURED PRODUCTS, ljél 
Percentage of: 
Product Y 6^® Total Manufa?« 
(millions of dollars) ' * - tured. 
.. - • / exports cavorts 
Traditional exports 1 553*7 18«2 80*9 
Processed foods 212*8 2*5 11*1 
Pats and oils 133»! I«6 6*9 
Non-ferrous metals (vorfeed) 29*1* 
Petroleum products ¿23*5 7*3 32*5 
Essential oils 19*9 0.2 1*0 
Non-traditional exports 367*7 4*3 19*1 
Processed foods, (including animal feed), 
beverages, etc* prepared ll8*6 1*4 6*2 
Textile yarn and fabrics 72*5 0.8 3*8 
Clothing (including footwear) ^*0 ... Q*1 . 0.2 " 
Leather and leather manufactures 8*3 0«1 -
Chemicals . . .71*8: 0i8 3*7 " " * ' • 0 ' '* * * ' a 
Mineral manufactures . 15«8 0.2 0»o 
Ferrous metals (worked) 11*5 °»1 
Metal manufactures and machinery 37*0 -0*5 1*9 
Other manufactures 28« 2 0*3 1*5 
Total 1 921*^ 22*5 100.0 




from Chile1, have found a ready acceptance as animal food or fertiliser in 
the European marketand represented a value of 53 million dollars in 1961, 
as against only 285,000 dollars- in 195G# 
Exports of chemicals consisted mainly of metallic oxides, glycerine, 
ethyl alcohol, acids, drugs, medicines, insecticides, dextrins, casein 
and gluten flour. 
" In the textile group, only wool tops, hard-fibre yarns and to some 
extent, cotton fabrics were of any significance. Trade in cotton yern& 
still amounts to very little, and exports of iirool fabrics have not 
developed as might have been expected in a wool-producing region. 
Similarly, manufactured clothing is not exported to any extent, while 
footwear and other articles of leather find acceptance only in limited 
quantities. 
In the ferrours metals group there is a small volume of trade,mainly with 
the United States and Japan, in iron and steel (in the form of bars, sheet, 
plate, wire, tubes, etc.). ' In recent years some trade has also developed 
in metal manufactures, machinery and transport equipment, although about, 
half of this trade is intra-regional. Similarly, the newly-developed trade 
•in paper, cement, timber products, films, books, musical instruments, 
records, optical and scientific instruments, furniture, rubber products 
and other finished goods is mainly between the Latin American countries 
themselves, and does not represent sales-on the world market. 
The obstacles to any expansion of Latin America1 s small shc,re of world 
trade in products of this type have even led to a reduction in its sh~re 
compared with that of earlier periods.Thus in 1952 finished products exported 
by Latin America represented A.k per.cent of the total imports of such 
products by Canada,the UnitedStates,Western Europe and Japan,but the proportion 
shrank to 3.9 per cent in 1956 and>s little as 2,9 per cent in 1961. 
There v;as an even more marked contraction in manufactured products 
for final consumption, while the decline in exports of many items included 
under the heading of intermediate or semi-finished products was offset by 
the increase in exports 6f fuel oil and other petroleum products. In the 
fifties the share of semi-processed non-ferrous metals in the main markets 
fell from 17 to 12 per cent. 
The trend was very different in other developing countries and on Western 
Europe;whose share of the markets represented fcy the industrial countries 
increased from 10.8 per cent to 12.2 per cent for semi-finished products not' 
belonging to the category of traditional Latin American exports, and from 10.7 
per cent toi 12.5 per cent for finished products (see tables 57*58 and 59)* 
The increase in exports from the other developing zones was substantial, 
not only for cotton textiles and clothing but also for many other finished 
products. The increase in the share of the market of some of these products 





PERCENTAGE SHARE OP LATIN AMERICA AND OTHER AREAS IN IMPORTS OP MANUFACTURES BY THE INDUSTRIALIZED COUNTRIES 
Origin Latin America 
Item 
Developed 
ocuntrles Eastern Europe 
Rest of the 
world 





















Leather and dressed furs 




Iron and steel 
Processed non-metallc minerals 
Final products 

















Seeps and perfumes 
Paints 
Fertilizers 











































































































































































































































































































































































































































































































































































































































MAIN MANUFACTURED PRODUCTS EXPORTED BY LATIN AMERICA, l ? 6 l 
(Value in mi l l ions cf do l l a r s ) 
* — D e s t i n a t i o n 
Product 
World latin America 
United 





Food products 326.5 1Z-S 162.6 Jb2 110.4 §¿8 
Refined sugar 101.0 8.9 86.8 - 2.4 . 0.9 -
Canned meat 90.3 10.9 30.0 2.0 - 46.1 -
Cocoa paste 18,7 - 7.1 1.1 - %6 OJ-! 
Canned fish lM 0.3 6.1 0.9 - 4.1 -Butter 8.6 2.6 •• • . - 6^0 - -
Canned fruit 7.* 1.2 3.6 0.5 - 2.0 - .1 
Coffee extracts 7.2- - 6.k - 0.2 0.6 - - . 
Chocolate 5.6 m 5.k _ - - - 0.2 
Margarine and lard 5.1 k.7 - - - - -
Canned vegetables 5.1 0.3 4.6 - 0.1 o.l - -
Cereal flour 3.3 2.0 - - - 1.3 - -
Cheese 3.0 1.8 1.0 - - o.l - -
Fruit Juice 2.5 o.l 1.4 0.2 - o,5 - 0.3 
Condensed milk powder 1.3 1.3 - - - - -
Sugar confectionery 1.0 0.9 0.1 - - - - -
• Animal feeding stuff (fish mea 1) 53.* 2.1 9.7 0.5 1.6 38.6 0.3 0.6 
Other 1*0 O.U 0.4 0.1 - 0.1 o.l 0.1 
Alcohollo beverages hi A 1.1 0.1 - 1.4 -Rum 1*2 0.3 o.l - c.3 - 0.5 
Wine 0.5 •.2 0.1 - - 0.2 - -
Other 2.2 o.k 0.7 - - - 0.2 
Tobacco manufactures 1.0 o.k 0.2 • 0c4 -
Oils and fats 1?3.1 £ 2 21.2 0 4 0.2 6.,5 hi 
Of vegetable origin 115.5 
2.8 
19.8 0.2 81.0 6.3 3.6 
Of animal origin 17.6 1.4 - - 13^2 0.2 -
Petroleum products 623.5 261.8 22.4 1.0 U1.8 - 161.1 
Chemicals 2\*1 54.0 17.7 M 2.8 
Medicinal, products 21.0 b? 0.1 - < 5-7 • TJi Casein 10.8 e .5 6.4 - 0.4 3*5 -
Essential oils 7.9 0.1 3.9 0.1 0.2 0.1 Explosives 1.9 u t - - -Insecticides 1.3 0.8 0.4 - - 0.1 -Adds 1.3 0.3 0.5 o.l • 0*4 -
Glycerine 1.2 0.1 0.1 « « 0.6 - 0.3 
Gluten 1*2 _ - - 0.8 - o.k 
Perfianes 1.2 1.0 - _ « - 0.1 
Paints 1.2 1.0 o.l 0.1 
Other 42.7 3.2 35.7 0.1 0.2 2.9 0.3 0.4 
Leather and leather products M 1.1 hh Pal" Oli M 0JB2 o.k 
Leather 5.2 0.5 1.5 - 2.7 0.2 o.k Dressed furs 2.1 0.2 0.1 0.3 - -Leather manufactures 0.9 O.k 0.1 - - -
Paper and wcod, and their 
manufactures 26*2 12*2. zà - - JQA - A S 
Printed matter 6.7 5.3 0.7 • • - 0.5 • 0.2 Pulp and paper 6.5 6.k «. _ • 0.1 Woca manufactures 1.9 0.3 1.4 « « 0.1 - 0.1 Wood, simply worked 1.6 0.2 1.3- - - - m 0.1 
Rubber products 2.0 hi o.k • m - - -Textiles M 25»6 °iS 21.1 Oil 3Sd 
Tarns 28.0 2.7 0.3 20.3 0.5 2.3 Cotton fabrics u.4 1.9 o.k m 0.1 9.0 Cotton yarns 4*3 0.7 0.1 m 0.2 • 3.0 Wool fabrics 206 o.B l.l 0.1 0.6 Reatjy-made clothing 2.1 1.3 0.5 « * - 0.2 • « 
Other yarns 20.3 0.6 18.5 0.2 0.2 0.2 - 0.6 
Other fabrics 3.8 0.7 2.5 e.5 o a 
/Table 58 (concluded) 
E/CN.12/693 
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Table 58 (concluded) 
* — — ^ ^ Destination 
Product — ^ ^ 
World Latin America 
United 
Stetes 
Canada, Japan Wèstern Europe 
Eastern 
Europe Other 
Clothing l é h i 6s2" _ • • <U 
Cotton 0.4 0.2 0.2 . - - - -
Other 2.2 1.3 0.7 - - - V 0.1 
Footwear 0j2 1.1 - • ' - -
Non-metallic mineral manufactures 15.8 h i M - OA 0-2 M Jaâ. 
Cement M 2.0 1.2 - . - - 3.6 
Bricks and tiles 3-1 0.2 2.8 - - • mm o.l 
Glass manufactures 1.9 1.4 0.4 • • 0,1 - -
Glass 1.0 0.2 0.7 - - « - -
Other 2.9 0.1 . 1.9 - - Wi 0.6 - • 0.1 
Worked metals 12sl 225.8 - 325.2 - h i 
Iron and steel 11.5 2.6 4.4 - . 1,6 2.9 -
Tubes 3.8 0.7 3.1 - • - • - -
Sheets, bars and plates 3*2 0.4' 1.2' - ' 1.6 -
Wire 1.3 1.2 0.1 - .. —f - -
Other simply worked products 3.2 0.3 - - 2.9 - m 
Non-ferrous metals 564.3 9.7 221.4 — 8.6 322.3 - 2.3 
Copper bars and plates 3.5 56.7 « ' 4.3 19^.3 - 0,8 
Copper, blister 188.2 1.3 I29.5 - - 57.3 - c l 
Tin, worked ^3.2 1.2 6.1 « - 35.9, — Lead, worked 30.I 0.5 16.1 2.6 9o9 1.0 
Silver i M 0.1 2.1 « ' 0.8 11,8 • 
Lead, unwrought 1.0 5i4 — o»8 «-7 Zino, worked ii#8 2.1 3.1 m 0.1 r, - 0.2 
Other metals, simply worked 2.? «• - - - 0*1 •* - 0.2 
Metal manufactures h i M 1.1 - - - <fci 
Household utensils 1.3 1.0 0.2 m 0.1 Containers l.l 0.6 Ö.5 - « mm Cable and wire cu7 0.7 - « tm • -
Other . 2.1 1.3 ' Ô.4 •• - 0.2 - 0.2 
l&ehlneiy 18.2 12.0 M - 0^2 - h i 0.4 
Electrical machinexy 3.4 2.5 0.6 - 0.2 - 0.1 
Pumps 1.5 1.3 _ 0.2 - - « 
Agricultural machinery 1.0 0.4 0.6 » — » ' 
Office machinexy 0,6 0.4 .0.2 - — m 
Power-generating machinery. .0.5 0.2 0.2 • - — 0.1 •• — 
Metal-working machinexy 0.3 0.2 — 0.1 _ 
Other non-electrical machinexy 10.6 6.8 2.4 1.2 0.2 
Transport equipment I h i 6.4 M 0.1 m» l é -
Motor vehicles 6.3 ' 4.4 1.6 0.1 0.2 
Aircraft 5.8 0.7 2.7 0.1 2.3 — Ships and boats 1.1 1.0 « — 
Railway rolling-stock 0.3 0.2 •0.1 • — 
Non-motorized vehicles 0.1 0.1 - « • -
Miscellaneous manufactured articles h i M M — - 0^2 
Musical instruments 1.9 0.8 0.9 - - 0.1 0.1, 
Film 1.4 0.9 •0.3 - 0.2 - — 
Furniture 0.9 0.4 0.4 • - - 0.1 
Scientific instruments 0.7 0.4 0.2 -0.1 » • 





PERCENTAGE DISTRIBUTION OP I-MMUPACTORES EXPORTED BY LATIN « R I C A , BY DESTINATION AHD BY GROUPS OP PRODUCTS,l?6l 
(Percentage) 
^ ^ ^ Dest inat ion 










Europe Others Total 
Poods, beverages, tobacco ii.7 49.4 1.6 1.3 33.9 0.2 1 .9 .100 
Intermediate products 7.1 59.9 0.8 2.3 27.8 0.4 !••/ xco 
Pinal products 17.3 36.5 2.6 0.1 41.4 m 2,1 100 
Oils and f a t s 5.2 16,0 0.3 0.2 70.7 2.7 100 
Petroleum products io.5 4-2.0 • 3.6 0.2 17.9 - 25.8 100 
Wood, paper, pr in ted matter 79.2 14.2 0.2 •ri 3.8 2.6 100 
Ores 18.7 ^5.9 0.1 0.6 - 29.8 100 
Worked metals 2.2 39.^ - 1.8 56.2 - 0.4 100 
Chemicals 17.2 58.8 0.4 1.8 19.3 0.5 3.0 100 
Intermediate products 6.3 71.9 0.2 1.1 18.1 0.7 1.7 100 
Pinal produots ^3.3 27.8 o.7 - 22.0 - 6.2 100 
Text i l es 11.6 35.1 1.3 o.7 29.1 0o7 21.5 100 
Yarn 6.? 40.0 o.7 1.0 39.3 0.9 11.2 100 
Fabr ics , e t c . 24.1 22.3 2.9 - 2.0 0.1 48.6 100 
Clothing 55.9 3^.7 0.4 0.1 2.2 1.2 5.5 100 
Footwear 14.7 82.7 0.4 - 0.3 m 1.9 100 
Metal manufactures and machinery 59.3 25.7 0.9 0.1 11.5 0*1 2 .4 100 
Other products 34.4 46.6 0.8 0.6 13.6 0.8 3.2 100 
Total 10.1 40.8 L i Oil 25^2 0 . 4 10.3 100 
Intermediate products 6.6 42.2 1.5 1.0 37.2 0 . 5 11.0 100 




metal manufactures, 3.5 to 9.2 per cent; rugs and carpets, 35.6 to 42.6 per 
cent; leather manufactures, 6,9 to 10.8 per cent; there were also increases 
. for wood products, yarns, manufactures of non-metalliferous ores and many 
other semi-finished products.' 
The position of Mexico is worthy of special note, since that 
country effected a substantial diversification..of Its .exports, and has 
wide range of manufactured and semi-manufactured goods. 
4» Limited extent and slaw develoment of geographical , • 
diversification of Latin America *s foreign trade 
As a result of Latin American-growing difficulty in expanding 
its trade with its traditional markets^ for the reasons considered 
above, it has become urgently necessary to seek new markets and intensify 
trade with other areas. 
One of the main features of Latin American trade has been the high 
percentage of its exports to-the western group of industrial countries. 
Table 60 gives the destination of latin American exports since 193S, and 
shows how over a period of more than twenty years this trend has been 
maintained with only'slight changes. In fact, three-quarters of Latin 
.America's exports go to the United States and western Europe. Trade 
inside Latin America itself has remained within relatively modest limits, 
although in 1962, the first year when the tariff reductions agreed upon -under 
the Latin American Free-Trade Association came into force, its share of total 
Latin American trade rose slightly compared'with its level in 1961,Trade mrith 
other developing areas has been practically negligible, representing less 
than 1 per cent of the total, and continues at a low level although there 
has been an increase recently in trade with the countries of Eastern Europe. 
- This concentration of exports on the industrial countries with which 
the region has traditional trade, cultural and political links is typical 
of developing countries. For .a long time now the western industrial 
countries have been the main purchasers of the agricultural products 
"'that constitute the basis of the developing countries1 trade. The 
very dependence of exports on these primary commodities, whose production 
is duplicated, all over Latin America, is sufficient reason for the low level 
of ihtra-regional trade, and also for the low level "of trade with other 
developing areas. Lastly,-the area of. the centrally planned economies, 
already industrialized, has only recently appeared on the scene as a 
possible large-scale buyer. 
The prospects of intensifying trade within Latin America^ with 
other developing areas, and with the centrally-planned economies are 
analysed elsewhere in this study. 
Table 61 compares the geographical distribution of the trade of the 
various regions of the world. It reveals the concentration of trade that 
can be regarded as typical of developing countries. But the comparison 
/Table 60 
Table éO 





m»4»i Lat in ^ ^ United Eastern Other Total Canada Japan 
America S ta tes Total „ Europe ^ c o u n " 
EEC EFTA r t r i e s 
a / 
1938 100 6 1 30 47 25 21 13 
lj48 100 9 37 35 19 17 14 
1950-52 100 8 l 48 26 12 1 l 14 
1955-57 100 8 1 44 29 15 2 2 15 
1959-61 100 8 2 41 31 18 11 3 3 12 









I n t r a -
regional 
t rade 













Developing countries 22.0 214 • 5 a ' 
Afr ica a/ 4.2 83.3 6.7 6 . 1 - , 
Par East b / 27.6 58.1 7.7 6.5 0.1 
Latin America 6.6 83.4 c / 3.2 6.5 0.2 
Middle East d / 10*9 68.6 11.? , ... »2.5 
Centrally-planned economies 68.5 e/ 10.8 1.6 
Developed countr ies 70.1 - 24.1 M h i 
ESC 36.8 37.9 20.9 3.3 0.6 
ETTA 19.8 51.8 24.1 14.2 o.l 
Japan - 45.0 52.4 2.1» 0.2 
North America 25.5 39.8 26.7 1.3 6.6 
Oceania and South Afr ica 4.8 72.8 14.7 5.8 1.9 
Western Europe 59.9 13.8 21.4 k.6 0.4 
Total 100#0 64.4 22.1 11.6 M 
a / Excluding South Afr ica but Including the African countr ies in the I'Üddle East* 
b / Excluding mainland China, Japan, Mongolia, North Korea and North Viet Narr:, 
c / Including exports to the Netherlands West Ind ies . 
d / Including a l l the countr ies of the Middle East (both African and Asian)« 




between the various regions points to two unfavourable features peculiar 
to Latin America; the f i r s t i s that the extent of the region fs dependence 
on trade with the industrial countries of the West i s second (and by 
a very small margin) only to that of Africa, among the developing areas 
of the world* The second i s that the proportion represented by intra-
regional trade i s much l e s s than in other developing areas, such as 
those in Asia, which have c learly been more successful in increasing 
intra^-regional trade. 
If the trade between the developing areas and the centrally-pla". 
economies i s considered, i t w i l l be seen that i t amounts to approximately 
6 per cent in nearly every area, but in the case of Latin America this 
f igure would be cut by half if Cuba were excluded. 
This excessive concentration of exports in a few parts of the 
world indicates great weaknesses in the structure of Latin American trade» 
In the f i r s t place, the region i s neglecting the opportunities for trade 
in large areas of the world. Secondly, the Latin American external sector 
does not have the f l e x i b i l i t y needed to o f f s e t losses in some areas by 
gains in others, which means that the region i s deprived of mu<;h of i t s 
bargaining power. 
At the present time exports from Latin America to Eastern Europe, 
Asia (including Japan), Africa and Oceania are limited almost entirely 
to the basic export products, the main items (in order of importance) 
being cotton, sugar, wool, iron ore and maize to Japan; sugar, wool; 
c o f f e e , hides, cacao, iron ore and linseed o i l to Eastern Europe ( this 
trade being divided f a i r l y equally between Czechoslovakia, Poland and 
the Soviet Union, with a smaller share for East Germany); and cotton, 
co f fee , tinned meats, sugar and tobacco to Asia, Africa, Oceania and 
the West Indies. A certain number of other products are also sent to 
the l a t t e r areas and to Eastern Europe, but the trade i s irregular and 
on a small sca le , and varies greatly from year to year* 
As far as the industrial countries of the West are concerned, 
l a t i n American exports to the United Kingdom have fluctuated around 
absolute l e v e l s that have remained more or l e s s stationary over the 
past f i f t e e n years (850 mil l ion dollars in 1948, only 385 mil l ion 
in 1952, 670 mil l ion in 1956 and 1958, 740 mil l ion in I960 and 
695 in 1961), but Latin America's share of the to ta l imports of these 
countries has declined« Latin American exports to the United States 
have a lso varied in proportion; although the percentages in 1948 
and 1961 were almost the same ( s l ight ly over 39 per cent) , higher 
l eve l s were attained in intervening years (as much as 49»2 per cent 
in 1950-52)* 
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Table 62 
- LATIN AMERICAS -EXPORTS TO THE EUROPEAN ECONOKIC COMMUNITY, 
1937-38 TO 1961 
(Mi l l ions c f d o l l a r s a t c u r r e n t p r i c e s ) 
» 
1937-38 1948 1950 1951 1958 1959 , . i960.. l i . ' î i 
Temperate zone ooun t r l e s - 290. ¥»0 : 333 376 374 • 409 4 7 1 . ^57 
Tropica l zone o o u n t r l e s 192 348 •.340 515 - ' 574 ' ' 629 ' 621 • 603 
Countr ies expor t ing mine ra l s 
and petroleum ( ¿ ï o l u ding 
Venezuela) 77 67 69 114 - 182 • 237 285 
. i 
296 
Venezuela (pet ro leum) 25 •' 4 l 50 57 - 162 137" 137 I74 
Tota l 584 896 722 1 062 1 292 1 412 •Lf 'kii- ' LM 
Sources : A s tudy of t r a d e between Latin- America and- Europe, (United Nations P u b l i c a t i o n , Sa le s 1952. 
.SI«G.2)kEconomic B u l l e t i n f o r La t in America; S t a t i s t i c a l Supplement, Vols, V. and VI. (i960 and 
I 9 6 I ) ; D i r ec t i on of i n t e r n a t i o n a l t r a d e . • t • 
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Latin American exports to members of the European Economic Community, 
at l eas t i f expressed in current prices , have increased s teadi ly , as 
shown in table 62» However, two important points should be borne in 
mind in assessing the increase. The f i r s t i s the change i n the structure 
of th i s trade. I f 1958, the year when the Common Market was established, 
i s taken as the starting point, i t i s clear that a substantial part of 
the increase i s for mineral-exporting countries (63 per cent) , and that 
there i s a corresponding lack of expansion in exports from countries that 
supply tropical agricultural products (an increment of only 5 per cent). 
This i s one more indication of the e f f e c t of the discriminatory measures 
referred to ear l ier . 
/Chapter I I I 
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Chapter ILL 
FUTURE PROSPECTS AND LIKES OF ACTION 
A# LATIN AMERICA1S FUTURE IMPORT NEEDS AND PROSPECTS 
IN RESPECT OF TRADITIONAL EXPORTS 
In previous sect ions an attempt was made to define the character;irtics 
of a problem, already widely known i n general out l ine , that has severely-
res tr ic ted fu l f i lment of the Latin American peoples' desire for ecor.ondc 
growth and bet ter l i v i n g conditions. Some basic f a c t s have thus been 
brought t o l i g h t , i n particular the c lose relat ionship ex i s t ing between 
foreign trade and the whole complex of Latin Americafs economic development, 
the unfavourable trends registered by such trade in the past and the 
factors responsible for i t s unsatisfactory behaviour. I t would be as 
we l l now to project in to the future that combination of background data 
and experience i n order to forecast the form the problem w i l l presumably 
take unless various energetic and timely decis ions are taken that w i l l 
lead to a far-reaching revis ion of the conditions in which interact ional 
trade i s developing. 
According to the estimates in chapter I of Latin America :s import 
requirements in the next few years, and on the projections and hypotheses 
contained in that chapter, the area*s import needs are l i k e l y to increase 
from 8,130 mi l l ion dol lars in I960 t o 11,450 mil l ion in 1966 and t o 
14,170 mi l l ion by 1970. These requirements w i l l be hard to f u l f i l unless 
simultaneous action i s taken i n several f i e l d s , s ince satisfactoi^y solut ions 
are not l i k e l y to be found i f the over-a l l problem i s only tackled in part. 
This i s due as much to the extent of the problem i t s e l f as to the time 
factor . For example, the strengthening of tradi t ional export flows may 
depend largely on administrative measures and the d i v e r s i f i c a t i o n of 
markets, and resu l t s could consequently'be expected within a r e l a t i v e l y 
short space of t ime. On the other hand, the extension of the range of 
these exports - by incorporating increasing quant i t ies of manufactured and 
semi-manufactured goods - and the substantial expansion of trade within the 
region i t s e l f are factors whose resu l t s can be assessed only a f t e r a longer 
period of continuous e f f o r t . 
Both these a l ternat ives en ta i l dec is ions , agreements and spec i f i c 
action - at the woi\Ld, regional and national l e v e l s - the s igni f icance 
and 'scope of which can be evaluated only through a somewhat more detai led 
examination of. the way in which Latin America could meet i t s future 
import requirements. I t would be bes t , therefore , to begin with some 
considerations as to what Latin America may expect from i t s tradi t ional 
trade flows in terms of commodities and markets i f the ex i s t ing conditions 




In view of the widely varying nature of spec i f i c s i tuat ions , the 
problem should f i r s t be examined from the standpoint of particular 
commodities or groups of commodities. For t h i s purpose, i t might be 
s u f f i c i e n t to keep to the group of Latin American exports whose aggregate 
value in 1959-61 was over 6,200 mil l ion dol lars , or almost 80 per cent 
of to ta l exports from the region. This group comprises co f fee , cacao, 
bananas, cotton, sugar, f i s h meal, wheat, meat, maize, wool, l inseed o i l , 
petroleum and petroleum products, t i n , copper, lead, zinc and iron ore. 
1 . Coffee, cacao and bananas 
The main tradit ional markets for Latin America's co f fee , cacao and 
bananas are the United States , United Kingdom and EEC countries. The 
increased consumption of these three commodities in-the United States 
a f t er the Second World War was the factor that determined the improved 
posit ion of the Latin American exporting countries concerned. In the past 
four or f i v e years, however, consumption has tended to remain at a s t a n d s t i l l 
because of the re la t ive ly high l e v e l s already attained. In addition, 
commodities such as co f fee , and, above a l l , bananas, have a very low income-
e l a s t i c i t y of demand. 
Since the United States does not apply to these commodities customs 
duties or internal taxes that a r t i f i c i a l l y l imit demand, consumption i s 
l i k e l y to increase only in terms of the country's population growth., 
Consequently, markets other than the United States must be sought if 
Latin American exports of these three important commodities are to expand 
more rapidly. 
Prospects in other important markets are not too encouraging, 
however, unless radical changes are made in the res tr i c t ive measures 
in force (see chapter I ) . Although Latin Americafs share of the ESC's 
coffee imports increased rather more than Afr ica's , i t must be borne in 
mind that i f the quantitative discrimination applied by France was a lso 
imposed by the other member countries of the Community, th i s would have 
a highly adverse e f f e c t on Latin American exports t o those countries. 
I f , on the other hand, the l a t t er engage in discrimination so le ly through 
the medium of t a r i f f s and at the agreed rate (9*6 per cent preference in 
favour of the associated States) for a brief period of time, l a t in America 
could continue to share in their increased cof fee consumption, to the same 
extent as i t does today. Moreover, consumption could r i s e considerably i f 
the heavy internal taxes in force in many countries were removed, an action 
which would benefit every exporting country in the world. 
In so far as the United Kingdom market i s concerned, l a t i n America's 
share, which i s very small indeed, i s unlikely to increase appreciably 





Besides these considerations on the prospects for increased cof fee 
exports , mention should be made of the other factor determining c o f f e e ' s 
foreign exchange earnings, namely, pr ices . The International Coffee 
Agreement, which came in to force i n 1962, appears to hâve had' a pos i t i ve 
e f f e c t on pr ices , but i t s future e f f ec t ivenes s w i l l depend on the Latin 
American countries1 compliance with the quotas al located t o them. In 
the meantime, despite the improvement registered of l a t e , the deterioration 
in the terms of trade has already resulted in recent years in a very serious 
setback for the producing countries and may continue to be the principal 
adversely a f f e c t i n g co f fee prospects . 
As regards cacao, Latin Americars export p o s s i b i l i t i e s are even 
more r e s t r i c t e d . Declining prices in the l a s t few years have reduced 
producer's p r o f i t s to l e v e l s that discourage production and l a t i n America 
has gradually l o s t i t s importance, i n both absolute and re la t ive terms, 
as a world supplier of cacao. By contrast , the preferences that havè been 
enjoyed by some countries and those now enjoyed by the EEC associate countries 
have t o a certain extent mitigated the e f f e c t of the drop in prices and 
given them s u f f i c i e n t incent ive to continue to modernize production and 
t o ra i se output by replanting and taking steps to control b l i gh t . 
. To sum up, the re la t ive stagnation of the United States market and 
the e f f e c t of discriminatory pract ices by the United Kingdom and the 
EEC - which for bananas may mean a marked contraction of the West German 
market - point t o the conclusion that Latin America's export prospects 
in respect of these three tropica l commodities are far from promising. 
2 . Sugar and cotton 
As pointed out in chapter I I , the decl ine in world sugar production 
and the change in Cuba's export markets have altered the whole s i tuat ion 
with respect to t h i s commodity« Prices , which before 1962 were much lower 
than i n other years, doubled in 1963, while stocks f e l l sharply. Encouraged 
by the incentive of higher prices and the redistr ibut ion.of Cuba's quota 
in the United States market, the other Latin Américan producing countries 
increased the ir sugar output. 
The United States Sugar Act, which has such important implications 
for Latin America, was amended in July 1962. By v irtue of the amendment, 
the proportion of sugar requirements to be covered by domestic production 
was raised from 53.5 to 59.9 per cent , and the domestic contribution to 
increased consumption from 55 t o 65 per cent. 
Under the terms of the or ig inal Act, the major quota was al located 
to Cuba. I t i s now reduced to nearly h a l f , arid i t s application has 
remained in abeyance pending the resumption of diplomatic re la t ions between 
the two countries . The Phil ippines a l so had a large quota, which has been 




Mexico, Nicaragua, Costa Rica, Haiti and Panama were a l l a l located quotas 
under the or ig inal Sugar Act, and these have now been increased»: Colombia, 
Ecuador, Guatemala, El Salvador and, Paraguay, i n addition to other non-Latin 
American countries, are a l l e l i g i b l e f o r quotas under the amended Act. 
Imports subject to the quota system are paid for in the United States 
at the sane price as that received by l o c a l producers whose production costs 
are higher. Accordingly, countries that are al located quotas enjoy the 
advantage of being paid higher prices than those quoted on the world marieet 
when these happen to be lower than the l o c a l price i n the United States , 
as has occurred up to 1963» 
The ara ended Act introduces another new feature: the global quota. 
This quota which, under normal consumption conditions, amounts to 1.4. mi l l ion 
tons, v i l l i be open to a l l countries which are net sugar exporters and main-
ta in diplomatic re lat ions with the. United S ta tes . Sugar imported under the 
global quota i s subject to higher customs duties than those applied to 
country quotas and w i l l be purchased at world prices . 
Notwithstanding the f a c t that the new provisions of the United States 
Sugar Act represent a reduction in the quota assigned to Latin America 
(including Cuba) up to 1962, the short-term prospects for t h i s commodity 
appear to be f a i r l y good. High prices mean more income for the producers 
which, i n turn, leads to greater output. This s i tuat ion w i l l continue 
u n t i l world sugar production again matches consumption as was the case 
before Cuba's sugar exports changed i n dest inat ion. 
The cotton trade i s one which encounters very few obstac les . Countries 
l i k e I t a l y and France, which have maintained t a r i f f or quantitat ive r e s t r i c -
t i o n s , are now abolishing them. Nevertheless, world trading conditions 
have not been too favourable of l a t e , c h i e f l y because of f a l l i n g prices . 
Latin America - considered on an equal foot ing with the other international 
cotton producers - has rapidly increased i t s exports and in a l l probabil i ty 
t h i s trend w i l l continue in the future, notwithstanding the l imi tat ions 
imposed by sa le s of United States cotton through subsidies and special terns 
of payment under Public Law 480, and the low price l e v e l s registered in 
recent years. 
3- Wheat, maize and meat 
Wheat e:qoort prospects for the next few years are not very encouraging. 
The high price supports f ixed by the industr ia l ized countries for domestic 
production make i t possible to mechanize a c t i v i t i e s on an increasing sca le 
and to extend the use of f e r t i l i z e r s and pes t i c ides , a l l of which malee for 
higher output per hectare. Income-elast ic i ty of demand for th i s commodity 
i s exceedingly low and sometimes even negative, which excludes any prospect 
of substantial increments in consumption in the developed countries. 
Furthermore, the United Sta tes and French pol icy of s e l l i n g surpluses at 
/ subs id ized prices , 
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subsidized prices , coupled with the vaxioiis financing schemes applied to 
wheat sa les , increasingly hamper wheat exports by countries which do not 
subsidize s a l e s . 
' So far , Argentine wheat has. maintained i t s sa l e s posit ion because 
i t i s much better than European wheat f o r bread making. Nevertheless, the 
competition of fered by hard wheats from Canada and the United States , and.. 
Turkey's i n t e n t i o n o f placing hard' wheats iri the European' Common Market, 
a l so const i tute a threat t o i t s posit ion. 
As regards p o s s i b i l i t i e s in other markets, wheat supplies from . 
Argentina and Uruguay t o the developing countries i n Latin America or 
other areas have shrunk to i n s i g n i f i c a n t proportions as "a resu l t of 
United States juheat sa les under Public Law 480.' The prospects that may 
be created by the present shortage, o f wheat i n countries with centra l ly -
planned economies are doubtful, f i r s t l y , because of competition from 
countries in a posit ion t o subsidize the ir production and finance the ir 
sa l e s and, secondly, because of the uncertainty as to how long the countries, 
with centrally-planned economies w i l l continue to buy wheat* both for 
balance-of-payments reasons and because they may very well , expand t h e i r . 
own production. . 
On the other hand, conditions for maize are much bet ter . The 
developed countries are fol lowing a l e s s .active pol icy i n pursuit of s e l f -
s u f f i c i e n c y than in the case of wheat, the ir aim being to supply cheaper 
feed for domestic producers of meat (pork, beef and poultry). The United 
States i s also pursuing a l e s s aggressive surplus disposal, policy on the 
world market, though subsidies and special f inancing terms' are offered. 
But maize prices are very low and l i k e l y to remain so, s ince only i f i t i s 
cheap can maize replace other forage and maintain or increase i t s present 
volume of s a l e s . < 
Prospects for meat exports to the United States are also favourable, 
provided that Argentina, Uruguay and Paraguay succeed, as Mexico has done, 
i n eradicating foot-and-mouth disease , which hampers their access t o the 
United States market. Prospects in Europe, on the other hand, do not seem, 
to be promising. In f a c t , as long as the EEC countries maintain the ir 
po l i cy of s e l f - s u f f i c i e n c y in respect of agricultural commodities, the 
most that can be expected i s the maintenance of the present volume of 
exports to those countries . The United Kingdom market -.which represents 
over half Argentina's and Uruguay's combined market for beef - i s unlikely ^ 
toexpand i n the future; on the contrary, i t may even contract because of 
the Uhited Kingdom's pol icy of s e l f - s u f f i c i e n c y and the fac t that i t may 
join the European Common Market. 
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4 . Wool and l inseed o i l 
Wool exports may be expected to remain at the same l e v e l for the 
next few years. Although the international market can absorb more wool, 
and competition from man-made f ibres i s not l i k e l y to have an adverse 
e f f e c t on wool s a l e s i n the near future, prospects for a substantial 
increase i n Latin America's output are somewhat remote, part icularly since 
very l i t t l e f e r t i l i z e r i s used in Latin America on land devoted to the 
breeding of sheep and goats , 
Argentina i s the main producer and exporter of l inseed o i l i n the 
region. While increasingly l e s s land su i table for cul t ivat ion of temperate-
zone commodities i s being sown t o wheat, larger areas are being sown to 
maize and f l a x . This redistr ibut ion of crops r e f l e c t s the behaviour 
patterns of the d i f f erent world commodity markets. Charges are l ev i ed on 
l inseed o i l in order to prevent i t s entry into the developed countries 
and thereby promote imports of the seed i t s e l f . The United States , more-
over, o f f e r s competition in t h i s commodity i n the foim of sa le s on non-
commercial terms. Nevertheless, the fac t that the terms are l e s s severe 
than i n the case of wheat i s an inducement to devote more land to f l a x . 
In these circumstances, exports of l inseed o i l are expected to increase 
i n the next few years, 
5» Fish meal 
Fish meal and iron ore are the only two important commodities which 
Latin America has succeeded i n developing as new export l i n e s during the 
past decade, the main benef i c iar ie s being Peru and Chile. 
Fish meal consumption has expanded considerably i n recent years 
because of i t s use as feed for poultry and pigs . However, as world produc-
t ion has been outstripping consumption, certain fears may be entertained 
for the future evolution of pr ices . 
In addition, imports are res tr ic ted i n a number of countries. Thus, 
the t a r i f f in the Federal Republic of Germany i s 5 per cent, and i n France 
9 per cent. There i s a discriminatory t a r i f f of 10 per cent i n the 
United Kingdom i n favour of the Commonwealth and Ireland. I ta ly enforces 
a 9 per cent discrimnatory t a r i f f in favour of the EEC countries. The 
United S ta te s , on the other hand, applies no r e s t r i c t i ons whatsoever. 
Although these discriminatory practices and r e s t r i c t i o n s hamper the expansion 
of Latin American exports, they are l e s s intens ive than those in force for 
other commodities. I t i s therefore expected that , with the aid of the 
natural f i sh ing conditions and low production cos ts , part icularly i n Chile 
and Peru, exports of these two commodities w i l l continue t o expand i n future 
years• 
/ 6 . Mineral 
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6 . Mineral ores and f u e l s 
The escport prospects for mineral ores and f u e l s , although they 
involve serious problems-, are more encouraging. This i s true, i n the f i r s t 
place, of petroleum exports, s ince world consumption i s expanding. As a 
resu l t pr ices , which had been showing signs of weakening, are becoming 
firmer - again:. However, exports of petroleum from Venezuela may f ind i t 
more d i f f i c u l t to enter the United States market i n future because of the 
re s t r i c t i ons resul t ing from the establishment in. that country of an import 
quota for crude. Another unfavourable sign for Latin American exports i s 
that the increase i n domestic consumption i n Colombia and Peru i s greater 
than the increase in production, and the exportable surpluses of those 
countries are therefore shrinking. . Exports from Mexico, on the other hand, 
are expanding. 
As for copper, world prices continue to f luctuate , although they . 
have r i sen somewhat recent ly dicing large ly to the expansion -of economic i 
a c t i v i t y in Europe. As the prices and export volumes of copper, lead and 
zinc are determined by the general economic a c t i v i t y of the developed 
countries, continued expansion i n the EEC countries i n the next few years • 
may lead t o more s a l e s and s table prices . 
• World production of t i n i s lagging behind demand, which has led to 
higher priêeë and encouraged production. An increase i n t i n production in 
Bol ivia can be expected in the next few years. Hotirever, the l iquidat ion 
of the United States s trateg ic t i n reserves and of the buffer stock admin-
i s t ered by the International Tin Council both const i tute guarantees that 
funds w i l l be avai lable f o r buying t i n i f prices undergo another decl ine 
i n the next few years. The r i s e in t i n prices result ing from these factors 
has been so great that i t may encourage the appearance of subst i tutes and 
threaten the potent ia l market for t i n . The most e f f e c t i v e method of 
preserving the use of t i n for a l l i t s present applications seems to be to 
increase the supply. " 
On the other hand the rapid expansion i n the production- and êsipôrtation 
of iron ore from Latin America and other developing areas seems to be 
coming to an end, s ince the recent price f a l l s may wel l mean that the 
market has reached saturation point . This view i s strengthened by the 
discovery of new deposits i n the developing areas, and the spread of new 
steel-making techniques in thé developed countries, which permit the use 
of deposits that were formerly considered impossible to exp lo i t on an 
economic bas is . 
Although consumption of lead and zinc i s determined by the economic 
expansion of the large industr ia l countries, a study of recent trends i n 
Latin American exports does not give any particular grounds for optimism 
as regards the prospects for these metals. 
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7. Tentative projection of Latin American exports 
Thus far the considerations s e t forth have related to the main 
products and groups of products of Latin America's tradit ional exports, 
and hence have been of a very general nature. The next s tep i s to sum up 
a l l these f a c t s , together with other supplementary data, in the form of a 
quantitative evaluation that w i l l permit comparison of the export prospects 
with the t o t a l import requirements of the Latin American economies as 
described at the beginning of the present sect ion . 
Any projection of t h i s type i s attended by very great r i sks , s ince 
i t involves recourse to c r i t e r i a that are open to question, and rel iance 
on a number of r e l a t i v e l y subjective considerations. However, s ince the 
aim here i s not to make forecasts , but to bring into sharp focus the nature 
and scale of Latin America's foreign trade problems, i t seems j u s t i f i a b l e 
to work out a reasonable hypothesis, dealing with high orders of magnitude, 
as to what the s i tuat ion i s l i k e l y to be i f there are no s ign i f i cant changes 
i n the conditions of world trade. 
S t r i c t l y with t h i s aim in mind, and subject to the above qua l i f i ca t ions , 
a very general idea i s put forward in table 63 of v&xat Latin America's 
exports might be towards 1970, in present world trade conditions. According 
to these f igures , which in many cases r e f l e c t a rather optimist ic v i e w , l / 
t o t a l Latin American exports w i l l increase from nearly 8,000 mil l ion dollars 
- the average for the three-year period 1959-61 - to s l i g h t l y over 10,000 
mi l l i on dol lars i n 1970. I t i s hardly necessary to point out that th i s 
exiguous growth on the part of tradi t ional exports i s bound to aggravate 
the serious fore ign trade problems that already confront Latin America, 
and completely rules out any hope, however modest, of maintaining a steady 
improvement i n the region's per capita income l e v e l s . 
1 / Constant prices up to 1970 have been assumed. This represents a 
s ign i f i cant change in the past trend, which was marked by a steady 
decline in the prices of most primary commodities. In the majority 
of cases a conservative growth rate has been postulated: for co f f ee , 
i n view of the foreseeable e f f e c t of the preferences granted by the 
EEC, the estimated rate i s 1 .6 per cent a year, which i s two-thirds 
of that forecast by FAO f o r t o t a l demand; for bananas the rate i s 
2 .2 per cent a year, which i s the average for the periods 1948-52 
and 1958-62; for wool a growth rate of 15 per cent has been assumed, 
which i s the same as the minimum increase i n wool imports calculated 
by FAO; for the other temperate-zone commodities the estimated growth 
rate corresponds to demand as af fected by the res tr i c t ions imposed 
i n the principal markets and by competition with exporters who are 





LATIN AMERICA: PROJECTION OP EXPORTS TO I970 
(Millions of do l la r s at 1959-61 p r i ces ) 
Product 1959-61 1970 
Tropical products a / 2 245 2 780 
Temperate-zone products b / 865 1 090 
Mineral ores and f u e l s c/ 3 080 4 025 
Other products 1 767 2 265 
Total d / 7 957 1° 160 
a / Coffee , cacao, bananas, cot ton arri sugar« 
b / VJheat, maize, meat, wool and l inseed o i l* 
c / Copper, l ead , z inc, i r o n ore , t i n , and petroleum and petroleum products , 
d / Excluding Cuba, because of t h e lack of d a t a . 
/ B . THE 
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B. THE P0SSI3LITY OF DIVERSIFYING EXPORTS 
Even with the best possible world market conditions, Latin 
America can hardly expect that '.expansion'. of i t s tradi t ional trade flows 
alone w i l l increase i t s import capacity s u f f i c i e n t l y ; t o meet the require-
ments of i t s economic- development. I t i s therefore e s s e n t i a l that Certain 
changes be made in the foreign trade pol icy of the main industr ia l . countr ies , 
and that new markets be opened up, s u f f i c i e n t to remedy the s i tuat ion , at 
l e a s t temporarily, by providing opportunities of* s e l l i n g a larger-volume 
of primary commodities abroad at better pr ices . These are> of course, 
merely the basic requirements for fending of f a c r i s i s of which signs are 
already appearing in Latin America, and which might reach uncontrollable 
proportions in the next few years. However, despite the importance of 
such measures, they cannot provide the basis for a permanent solution of 
the problem, which c a l l s for new trade structures with greater d i v e r s i f i c a t i o n 
of Latin American exports, providing for the inclusion of manufactured and 
seui-manufactured products. 
I t should be stressed that t h i s i s a matter not of a l ternat ive but 
of complementary so lut ions . Progressive d iver s i f i ca t i on of exports i s a 
process that urgently needs to be undertaken, but that cannot be expected^ 
t o y i e ld s ign i f i cant resu l t s within a short period.„Meanwhile-primary 
commoditjr exoorts w i l l have an e s sent ia l part"to pla;r in t h i s trans i t ion 
t o new trade structures, under the stimulus of new markets and the expansion 
of tradi t ional markets through the removal of the obstacles , r e s t r i c t i o ns .. 
and discriminations that ex i s t at present. This removal w i l l , an turn 
a l l e v i a t e ir-:viediate# d i f f i c u l t i e s , but w i l l amount to no more than the post -
ponement of a f i n a l so lut ion, since the very nature of primary commodities 
inev i tab le determines a groxtfth rate slower than that of the imoort require-
ments of the developing economies» 
These considerations point to the need f o r c. f a i r l y detai led 
study of the p o s s i b i l i t y that Latin America, and tho other 
developing a^&ec^ "will succccd i n maintaining a substantial f low 
/ o f exports 
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— of;exports of manufactured and semi-manufactured products, 2 / 
One very important point i s . t h a t the continuation and further expansion 
of indus tr ia l i za t ion i n l a t i n America are required not only as a means 
of overcoming fore ign trade problems,•but a l so as essential-elements in-
solving other basic development problems in the region. One of these i s 
the e f f i c i e n t use of manpower. 
The-present labour force i n £atin America i s estimated at 70- m i l l i o n , 
and the estimated annual average, growth rate in t h i s labour force i s 3. per 
cent . Hence, i t i s necessary t o create over 2 . 1 mi l l i on ¿jobs a year i n 
Latin America. The magnitude of t h i s requirement can be i l l u s t r a t e d by 
comparing i t , f o r example, with the annual increase i n the economically 
act ive population of the Uhited States , which i s l e s s than 1 .6 m i l l i o n . 
I t can eas i ly : be imagined how great an e f f o r t i s needed t o e f f e c t the 
requis i te increases in the domestic product.and in the investment and 
export c o e f f i c i e n t s i f t h i s addition to the labour force i s t o be absorbed 
in gainful employment. 
2 / - S t r i c t l y speaking, a d iscuss ion of the d i v e r s i f i c a t i o n of exports, should 
a l so take account of other p o s s i b i l i t i e s , mainly re la t ing t o c e r t a i r 
i n v i s i b l e trade i tems. However, t h i s r a i s e s problems of a very 
spec ia l nature, beyond the scope of the present document. Thus the 
omission of more de ta i l ed references to t h i s point must not be 
attr ibuted t o any under-estimation of i t s importance, e spec ia l ly i n 
view of the f a c t that world trade in i n v i s i b l e s has, i n recent years , 
represented about 28 per cent of t o t a l world trade ( t h i s f igure i s 
for 1958* and i s taken from WarId trade in i n v i s i b l e s " by Ely Devons, 
in Lloyds Bank Review). 
Furthermore, e a r l i e r sect ions of t h i s paper have deal t with the 
Latin American s i tua t ion as regards ope of the most important components 
of t h i s trade,, namely maritime transport . Another major component, 
t h e . t o u r i s t trade and t rave l c o s t s , i s expanding with surprising 
rap id i ty , as evidenced by the f a c t that in the balance of payments 
for a large number of countries cred i t s under t h i s item increased 
from 1,961 mi l l i on do l lars in 1950 t o 4,359 mi l l i on in 1958. In that 
year t h i s one component accounted for a f igure approximately equal t o 
t h a t of world trade i n chemical products,- and much higher than that 
of t e x t i l e s , and i t s growth rate exceeded that of a trade sector 
as dynamic as indus tr ia l machinery and transport equipment. Obviously 
Latin America could bene f i t from these transactions t o a much greater 
extent than i n the pas t . Similar considerations would apply, t o the 
-insurance trade, another important component of the trade i n i n v i s i b l e s . 
/ In the 
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In the past Latin America has not been able to meet these requirorients, 
and the resul t has"been a d i s tort ion of the structure of employment 
through a disproportionate share of labour going to the services sec tor , 
including some services of scant s o c i a l value. In these circumstances the 
industr ia l growth rate of 6 per cent a year has been too low t o solve the 
employment problem. The rate of cap i ta l formation i n industry has been 
i n s u f f i c i e n t to speed up t h i s growth rate , and, what i s more, the very 
technology used i n the generally rapidly developing industr ia l branches 
contributes to t h i s r e s u l t , s ince i t i s of ten governed by labour-saving 
c r i t e r i a which, while appropriate for the industr ia l i sed countries, are 
much l e s s j u s t i f i a b l e when transplanted to developing areas. 
This i s not the place for a deta i led consideration of such problems; 
they are mentioned here merely to make i t quite clear that the indus tr ia l i za -
t ion of the Latin American economies i s a v i t a l over-a l l target , and does 
not re la te so l e ly to questions of foreign trade. 
Recognition of t h i s target i s not enough; i t i s important t o 
explore the pract ica l p o s s i b i l i t i e s of attaining i t . For t h i s purpose 
certain basic points must be examined that are mainly concerned with the 
possible contribution of Latin American manufactures to the markets of 
the industr ia l countries , and the region's a b i l i t y t o develop a regular 
flow of such exports. 
1 . The^emand for manufactures i n the industr ia l countries 
As pointed out in a previous sect ion, the f igures involved have 
a very d i f f eren t impact in the industr ia l countries and i n the developing 
areas. This becomes part icularly c lear when the question ar ises of the 
prospects for the developing areas of supplying certain manufactured or 
semi-manufactured products to the industr ia l countries. 
As the mere mention of t h i s p o s s i b i l i t y i s enough to arouse res i s tance , 
i t must be placed in i t s true perspective from the outset . In recent times 
Latin American exports of manufactured products of a l l types (including 
tradi t ional products exported a f ter a very s l i g h t degree of processing, 
and trade between the Latin American countries themselves) has been i n the 
neighbourhood of 2^000 mi l l ion do l lars . At the same time, purchases of 
durable and non-durable goods in I960 by consumers in the United States alone 
amounted to about 250,000 mil l ion dol lars ; tobacco and motor cars themselves 
accounted for 7*000 mi l l ion dol lars , which i s ten times the value of a l l 
manufactures imported by the United States from Latin America. 
The combined gross domestic product of the industr ia l countries was 
valued in 1961 at 826,000 mi l l ion do l lars , and the i r t o t a l imports of 
manufactured goods from a l l sources was 47,000 mil l ion do l lars , or 
5.8 per cent of the value of their gross domestic product. Imports of 
manufactures from Latin America amounted to only 1,500 mil l ion dol lars 
/ (excluding ref ined 
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(excluding ref ined sugar), a c o e f f i c i e n t of only 0 .17 per cent of the 
gross domestic product. 
Furthermore, the question i s not merely one of the present l e v e l of 
the product and demand for manufactured goods on the part of the industr ia l 
countries, but also of the growth rate of these two variables . S t r i c t l y 
by way of i l l u s t r a t i o n , i t may be estimated that the product could amount 
to some 1,175,000 mi l l ion dol lars in 1970, and the supply of manufactures 
to 660,000 mi l l ion dol lars , y 
Thus, according to the above f igures , i f Latin America were to 
supply these imports of manufactured products on a sca le s u f f i c i e n t to 
overcome i t s potential trade d e f i c i t , that i s , by exporting additional 
manufactures to the value of approximately 4,000 mi l l ion dol lars , which 
would provide an e f f e c t i v e solut ion of the region's problems in the absence 
of other factors , i t s contribution would represent, up to 1970, no more than 
1 per cent of the t o t a l supply of manufactures to the industrial countries. 
These are the terms in which the problem can be s tated. The opening 
of the industr ia l country markets to manufactures from the developing areas, 
'on a sca le that would represent no more than a fract ion of the increase in 
the ir t o t a l consumption, would be, for those areas, a decis ive s tep towards 
solving the ir foreign trade problems, and thus the ir d i f f i c u l t i e s in achieving 
economic growth. 
However, matters cannot simply be reduced to global r a t i o s such as 
these . Although manufactures from under-developed areas would const i tute 
only an i n s i g n i f i c a n t proportion of t o t a l supplies in the markets of the 
industr ia l ized countries, the ir competition might provoke a d i f f i c u l t 
s i tuat ion as regards particular industries i n the industr ia l ized countries, 
whenever there was heavy concentration on a few products. Nevertheless, 
the problem i s bas i ca l ly one of methods and safeguards that vri.ll not be 
d i f f i c u l t to work out once the e s sent ia l f a c t s have been i d e n t i f i e d . 
2 / The gross domestic product includes other sectors , as well as manu-
factures (such as agriculture, mining, construction, services , e t c . ) . 
In addition, the f igures are given in terms of values added, and are 
therefore not s t r i c t l y comparable with trade f igures . I f the manu-
facturing sector only i s considered, and i f production i s expressed 
in terms of gross value ( to permit a most accurate comparison with 
imports) the t o t a l supplies of manufactures available for 1961 in the 
industr ia l countries (e i ther for home consumption or for export) can 
be estimated at 430,000 mi l l ion dol lars , compared with 47,000 mi l l ion 
for manufactured goods imported from a l l sources and 1,500 mi l l ion 
for manufactures from Latin America. 
¿ / This i s a hypothetical .calculation based on the assumption that growth 
rates s imilar to those for the f i f t i e s w i l l be maintained (these were 
5 per cent for Europe, 3 per cent for North America and a dovmward 
adjusted f igure of 8 per cent for Japan), with varying income-
e l a s t i c i t i e s of demand according to the type of product, and a s l i g h t l y 
increased share of imports in the supply of manufactured products, an 
assumption which i s reasonable in view of the recent pattern of produc-
t ion and trade in the large industr ia l countries. 
/ 2 . Latin 
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2• Latin America's a b i l i t y t o export manufactures 
Access to markets - -with everything that t h i s implies i n terius of 
abo l i t ion of r e s t r i c t i o n s and of the f a c i l i t i e s and preferences that the 
large industr ia l countries would have to o f f e r with respect t o manufactures 
from the developing countries , thus giving a new meaning t o the pr inc ip le 
of rec iproc i ty - i s , though e s s e n t i a l , only hal f the problem., ,The other i s 
how far the Latin American economies "are capable o f . talcing advantage of any 
such concessions that the industr ia l countries may grant. 
The ex i s t ing d e f i c i e n c i e s of Latin American industry - general ly high 
production cos ts , transport problems, lack of credi t , d i s tr ibut ion and 
marketing d i f f i c u l t i e s , e t c . - throw some doubt on t h i s capacity. Consequently 
the question needs to be probed more deeply to determine how far these prob-
lems are temporary d i f f i c u l t i e s that can be overcome by applying; the correct 
po l icy , and what long-teim factors e x i s t that might j u s t i f y pers i s tent e f f o r t s 
to. develop a regular f low of exports of manufactures. > 
I t must f i r s t be borne i n mind that s i g n i f i c a n t progress has already 
been made as regards certain export f lows that are at a competitive advantage 
on the world market. A general reference to t h i s aspect, by no. means 
exhaustive, w i l l give an idea of the var ie ty of products. exported, i jhi le 
ind icat ing that at present the f i gures involved are low. 5 j Food products 
include tinned meat (80 mi l l i on d o l l a r s ) , tinned f i s h (11.7 mi l l i on ) , butter 
(6 m i l l i o n ) , tinned f r u i t (6 .2 m i l l i o n ) , c o f f e e extracts (7 .2 m i l l i o n ) , 
t inned vegetables (4.8 m i l l i on ) , cheese ( 1 . 2 m i l l i o n ) , f r u i t ju ices 
(2 .4 m i l l i o n ) , o i l s and f a t s (126.2 mi l l ion) and f i s h mea.1 (51.3 m i l l i o n ) . 
Exports of petroleum to overseas markets amounted to about 560 mi l l ion 
do l lars . The export value of chemical products (such as medicines, essen-
t i a l o i l s , explosives* i n s e c t i c i d e s , various acids , g lycer ine , gluten, 
perfumes, paints and oxides) was 76 mi l l ion do l lar s . There were also1 
e2qx>rts i n the leather and leather manufactures sector , although they 
amounted t o only s l i g h t l y over 7 mi l l ion do l lars . Paper, pulp and wood 
were exported as we l l , but the f igures were low. Exports of rubber products 
were very small, amounting to l e s s than half a mi l l i on dol lars . Last ly , 
exports of metals, machinery and transport equipment added up to about 
15 mi l l i on do l lars . 
In these and many other cases , although the t o t a l volume i s very 
small , the exports concerned are of products in- respect of which Latin 
America i s at a competitive advantage.. 6 / Consequently analys i s of the 
5 / These are the values of exports to the world market in 1961, excluding 
trade between the Latin American countries (see again tab le 58)« 
6 / A comparison of the price in the United States and i n some Latin 
Mexican countries , where t h i s was poss ib le , indicated that the l a t t e r 
price was lower. This i s true of ref ined sunflower and cottonseed o i l , 
tinned tomatoes', fresh cheese,, c r y s t a l l i z e d i n s u l i n , tinned beef 
tongue, tinned b e e f , . c o t t o n grey goods, l eather footwear, wood pulp, 
t i m e d tuna fish: and l inseed o i l . : 
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technical and economic aspects of these production l i n e s , with a view to 
discovering the factors that determine.the competitive advantages, w i l l 
provide some grounds for assessing future prospects of expanding and 
d ivers i fy ing these exports. This w i l l make i t possible by analogy to 
deduce the range of i-ianufactured products that w i l l o f f e r prospects s imilar 
to those provided by the products now being exported. Although the analysis 
required i s of a complex type beyond the scope of the present study, and 
provides l i t t l e ground for general izat ions, some observations i n t h i s 
connexion are ca l led for here, on the bas is of a comparison between the 
f igures for manufactured products exported thus far by certain Latin 
American countries and the f igures for corresponding products produced by 
the United States , with spec ia l emphasis on the main components of the 
f i n a l pr ice . 
The resu l t s of t h i s comparison are given in table 64, which shows 
that i n a l l cases the component for wages and sa lar ies in the price of 
industr ia l products now being exported by Latin America i s lower than i n 
the United S ta te s , despite the higher labour in tens i ty of industr ia l produc-
t i o n in Latin America and i t s lower l e v e l s of productivity. This i s due 
to the higher images paid i n an industr ia l country, which more than o f f s e t 
the above two factors , and thus the wage component of the f i n a l price i s 
higher tha i i n Latin America. 
The variat ions i n the value of t h i s price component i n the d i f f erent 
countries i s due to the type of goods exported and the consequent dispar-
i t i e s i n the labour i n t e n s i t y of production. In Argentina, where exports 
of manufactured products are based on agricultural inputs, the wage and 
salary component i s lowest , but not much lower than in the United States . 
In t h i s case the a c t i v i t i e s concerned involve the use of similar technolo-
g ie s in both countries, based on a high degree of mechanization. The sane 
i s true with respect to Peru, although here the governing factor i s the 
predominance of manufactured exports based on f i s h - mainly f i s h meal -
petroleum products and basic items of non-ferrous metals, whose production 
i s generally highly mechanized and based on wages lower than those paid in 
the United States . In Chile, Colombia and Mexico, on the other hand, the 
wage component i s much lower than i n the United States . The a c t i v i t i e s 
involved are a l l highly labour-intensive and pay very low wages. 
The raw materials component i s generally lower in Latin America than 
i n the industr ia l countries, or at l e a s t than in the United States . Two 
factors account for th i s ; the f i r s t i s that many of the manufactured goods 
exported are produced on the basis of inputs of domestic or ig in , as a 
direct or indirect consequence of the abundance of rich natural resources 
which place Latin America at a d i s t i n c t advantage because they can be 
exploited at low cos t . Secondly, the inputs concerned also include a 
labour component, which ranges from 20 to 28 per cent of the f i n a l value 
of the export product. Thus the t o t a l direct and indirect wage component 
i n the f i n a l price i s over 40 per cent, compared with over 55 per cent 
for similar products in the United Sta tes . This means that the labour cost 
component i n the f i n a l price , including the wages and sa lar i e s involved in 
a l l the inputs , i s substant ia l ly lower for the Latin American countries, 
despite the higher labour productivity (output per worker) achieved i n the 
industr ia l countries. Detai led f igures for individual countries and products 
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.PINAL PRICE COMPONENTS OP MWit̂ ACTtiRlU- PRODUC-TS NOtf EXPORTED BY SELECTED 





s a l a r i e s 
Raw 
oats"» 
r i a l s 
Energy Other Tota l 
Argentina 12.4 64.9 2.2 20.5 100 
United Sta tes 13 .8 77.5 0 . 7 8.0 100 
Chile 14.3 49 .1 4 . 7 31.9 100 
United S ta t e s 22.8 52.3 4.3 20.6 100 
Colombia ? .4 . 62 .7 1 ,7 29.6 100 * • 
United S ta tes / 16.8 64 .9 1 -9 16 .4 100 .... 
Mexico 16,9 47 .1 2.6 33.4 100 
United S ta tes 20.3 59.5 2.3 17.9 100, 
Peru 14*0 45.6 - 5.0 35.4 100 
United S t a t e s 14.5 71.4 1.5 12.6 100 





PROPORTION REPRESENTED BY WAGE COMPONENT IN THE FINAL PRICE OP I M S 
' EXPORTED BY SELECTED LATIN AMERICAN COUNTRIES 
(Percentage) 
Product Argentina Chile Mexico Peru Colombia 
United 
S t a t e s 
Edib le o i l s 12 ,3 - - m 4 . 5 
Canned end processed meat 10 .1 - *m 13.2 
Canned f r u i t and vege tab les 11 .8 10 .7 16 .7 m 15.9 
Milk products 6 . 7 - - - 7.3 
Vegetable o i l s 6 . 8 - 7 .0 9 .9 - 13 .7 
Pharmaceutical products 19 .0 13 .3 w - 13*1 21.? 
Chemical products and drugs 13 .8 13.0 11 .4 15*0 8.9 16.6 
Canned f i s h 18.8 16.9 10 .6 m 19 .5 
Paper and pulp 11 .3 - - 17.1 
Iron "and s t e e l products 12 .3 . 11 .4 - - 22.3 
Non-ferrous metal products - 12.9 25.6 - m 26.3 
Metal products , worked - 21.6 - - m 30.2 
Non-e l ec t r i ca l machinery - 23.3 18.5 «« - 27.5 
E l e c t r i c a l machinery - 18.9 - - 21+.5 
P a i n t s and va rn i shes *» - 10.9 - - 17.7 
Leather manufactures - m 20.6 24,3 16 .7 30.1 
P e l t products - 18.9 m 16 .4 28.1 
Cotton yarn and f a b r i c s - - 24.5 20.8 1 6 .7 2 8 a 
Henequen and j u t e yarn and f a b r i c s - M 10.2 - -
Glass - - 19.3 - - 35.8 
Petroleum products - - 4 . 3 4 .4 5.0 6 .9 
Footwear - 24.6 29.5 - 32.9 
Iron and s t e e l ca s t ings 11.4 - - i a . 4 
Non-ferrous metal cas t ings - m 25.6 m - 37.5 
Miscellaneous metal products - - 18.1 - - 29.8 
F i sh meal - - 6.4 - -
Products of the bas ic non- fe r rous metal 
8 .5 i n d u s t r i e s m 2.2 * * 




Table 66 shows that the cost component for raw materials is lower 
in Latin America than in the United States, with few exceptions: these 
are pharmaceutical products in Argentina, Chile and Colombia, nonelectrical 
machinery, paints and varnishes, and cast iron in Mexico, and leather 
manufactures in Colombia and Peru. 
The price~structure analysis shows that the energy used (electricity 
and fuels) is always--higher in the Latin American countries considered 
here, despite.the lower general level of mechanization (see again table 64)« 
There may w§ll be two different kinds of reasons for this: the effect of 
the high capital density needed for the production and supply of energy, 
which leads to a higher price level in Latin America, and the different 
policies as. regards organization, production and distribution followed in 
the countries studied. Be that as it may, the greatest differences in 
comparison with the United States are found in Argentina and Peru, and 
the smallest in Chile and Mexico, 
The situation in Latin America as regards the other price components 
- mainly capital charges and interest - is the reverse of that with respect 
to wages and raw material inputs, since in all cases they are much higher 
than in the United States. The reasons for this are high capital costs, 
as regards prices, interest rates and depreciation charges, and large profit 
margins, either because of monopolies of the traditional type or because 
of the high protection of domestic markets. 
However that may be, the high proportion of these other cost 
components does not offset the advantages, as regards the price of the 
manufactured goods at present exported by Latin America, of low wage 
levels and the existence of natural resources exploited at low cost. 2/ 
As the advantage of lower wages may be- cancelled out by even greater 
differences in productivity levels, it is appropriate to consider these 
levels, in terms of value added per worker» 
In table 67 the first column gives the average remunerations paid 
in Argentina, Chile,.Colombia, Mexico and Peru for the group of industrial 
activities-that prdvide exports, side by side with the corresponding figure 
for the Ufoited States. There is an extraordinary, difference between the 
Latin American countries listed and the United States. It is undoubtedly 
largely a reflection of the difference that also exists in productivity 
levels, which means that in the United States the labour force can be given 
a larger proportion in the functional distribution of income without . 
distorting-the cost of production and the final price. 
The second column of the table shows conclusively the enormous 
difference between the product per worker in the export industries in 
Moreover, it is quite possible that entrepreneurs would be willing 
'to take smaller profits in order to compete on a broader scale in 





PROPORTION REPRESENTED BY HAW MATERIALS COMPONENT IN THE PINAL PRICE CP ITEMS 
EXPORTED BY SELECTED LATIN AMERICAN COUNTRIES 
(Percentage) 
Product Argentina Chile Mexico Peru Colombia 
United 
S t a t e s 
Ed ib le o i l s 60.2 - m - - • 81.2 
Canned and processed meat 63-3 - - - - 76.7 
Canned f r u i t and vege tab les 57 .1 61.5 32.4 •• • ~ 62.8 
Milk products ' • • 71.8 m - - • • 80.2 
Vegetable o i l s 64 .? m 62.6 42.5 m 86.4 
Pharmaceutical products 31 .0 tm - 37.9 29.3 
Chemical products and drugs 46.4 39.6 43 .3 45 .5 50.7 
Canned f i s h - 22.1 54.8 t» 70.5 
Paper and pulp - 6o.4 48.4 - - 62.3 
Iron and s t e e l products - 50.8 43.2 - - 61.1 
Non-ferrous metal products m 47.0 47 .3 - - 68.2 
Metal products , worked - 45.8 - m» - ¿ 0 . 5 
Non-e l ec t r i ca l machinery 39.8 44.0 - 4o .7 
E l e c t r i c a l machinery M 34.9 - - - 41.2 
Pa in t s and va rn i shes * • 64.0 - 57.0 
Leather manufactures - 49.9 58.1 53.0 52.6 
P e l t products - - 64.4 - 54.9 65.0 
Cotton yarn and f a b r i c s - m 44.2 44.5 43.8 59.6 
Henequen and j u t e y a m and f ab ides - 0m 59.2 - 68.4 
Glass - 26.8 - 31.9 
Petroleum products - 54.6 78.1 72.1 83.8 
Footwear - 48.4 59.7 - 64.6 
I ron and s t ee l c a s t i ngs - 45.6 - - 37.3 
Non-ferrous metal cas t ings - m 42.8 - 45.6 
Miscellaneous metal produots - 46.7 - 47.2 
Fish meal - - 49.3 m 
Produots of the bas i c non- fe r rous 
metal i n d u s t r i e s * * — —. 39.3 — 41.4 
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Sources As for t a b l e 64# 
a / Argentina 1954, Chile 1957, Colombia 1961, Mexico 1956, Peru 1959, United S ta t e s 1954, 
b / Value added per worker divided by one vage*and.*flalary u n i t . 
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Latin America and the l e v e l in the United States . Hox^ever, these d i f f e r -
ences are much more marked in terms of average salary than of product per 
worker, and consequently i t i s not surprising that the third column shows 
that in the United States one wage uni t produces l e s s value added than in 
any of the Latin American countries considered. Thus although labour product-
i v i t y i s lower in Latin America, t h i s shortcoming i s o f f s e t by the low 
average salary. This i s , of course, a very general conclusion, s ince there 
are some enterprises and a c t i v i t i e s in Latin America in vjhich the average 
productivity i s c lose to the standards found in the developed countries. 
In b r i e f , to judge by the technical and economic features of the 
production function of these manufactures, there i s no doubt that Latin 
America, given certain conditions, could generally compete abroad i n 
s e l l i n g a l l those products that require intens ive use of labour or i n which 
inputs of raw materials and intermediate goods are high and can be obtained 
d irec t ly or ind i rec t ly from Latin America's rich natural resources. 
I t may wel l be that natural resources alone w i l l not re su l t i n any 
marked advcntage i f they cannot be developed at low cos t . Resources similar 
to -those of Latin America in type and qual i ty are to be found in various 
parts of the globe. However, because, of the scarc i ty and high cost of a 
particular factor needed for the ir exploi tat ion, or because of distance 
from the centres of production and consumption and transport problems, e t c . , 
exploi tat ion may be more economic in some areas than in others. 
The analysis of Latin America's industr ia l exports shows that in 
many cases low-cost exploi tat ion of a natural resource i s due not only to 
the hi^h quality of the resource, but also to the degree of labour in tens i ty 
needed for exploitat ion (agriculture or f i sh ing , for example). To simplify 
the problem, i t can be stated that the prime advantage may derive from the 
direct and indirect labour content of many of the products now being 
exported. 
This conclusion f i t s in with Latin America's need to solve i t s two 
main problems, the balance of payments, and the l e v e l and structure of 
employment. As to the f i r s t , one can point to the larger net balance of 
foreign currency brought in by the type of export in question, mainly as a 
resu l t of i t s low import content. As to the second, the high labour content 
of such exports i idll lead to additional demand for industr ia l manpower, 
which w i l l undoubtedly bring about a d i f ferent structure of employment and 
es tabl i sh better wage l e v e l s . 
But although t h i s i s the resul t of analysing the products actual ly 
exported, i t can be seen that such products also include a number of items 
of a complex type ca l l ing not only for a substantial proportion of the 
capital fac tor but also for an advanced type of production technique. I t 
must therefore be found out what circumstances have enabled t h i s type of 
manufacture ( for example machinery, motors, metal products, more or l e s s 
complex organic and inorganic chemicals, wood pulp, e t c . ) to compete on 
the world market. 
/ F i r s t l y , i t 
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F i r s t l y , i t should be s tressed that the expressions "high capi ta l -
i n t e n s i t y product" and "high labour- intensi ty product" are r e l a t i v e , s ince 
any s ing le item can generally, within certain technical l imits* be produced 
by d i f f erent combinations of factors . Thus certain products generally 
defined as high c a p i t a l - i n t e n s i t y products ( lathes of a certain l e v e l of 
complexity, pumps and motors) are produced i n Latin America on a much l e s s 
capi ta l - in tens ive bas is than in Europe or the United States , but at lower 
cost . 
Secondly, the s i z e of the market covered by one or two enterprises 
has i n some cases l e d to the i n s t a l l a t i o n of production units s u f f i c i e n t l y 
large to permit of economies of scale , with the consequent benef i t not only 
t o the average cost but a lso to the capita l i n t e n s i t y per unit of product 
and per worker; t h i s i s true for example, of certain chemicals, s t e e l tubes, 
e t c . ( see i l l u s t r a t i v e examples in table 68) . 
Lastly, the high capi ta l - in tens ive l i n e s that make use of the Latin 
American advantages of low-cost domestic inputs and ex i s t ing national 
resources were or ig inal ly , established on a competitive b a s i s . The a c t i v i -
t i e s concerned are usual ly carried out by foreign companies that supply the 
capital and technical know-how from abroad and compete on the world market 
i n accordance with t h e i r own international trade pol icy . 
These and other favourable circumstances w i l l enable Latin America 
to compete i n the future, too, i n certain sectors defined as having a high 
capital i n t e n s i t y , despite the handicap of the high price of capital (high 
p r o f i t s , in teres t and depreciation charges) and a l l the surcharges on 
import costs to which, because of balance-of-payinents problems, imports 
of capi ta l goods.are o f ten subject. 
From what has been said above i t can be inferred which are the main 
industr ia l sectors for which future export prospects are promising. These 
may provis ional ly be summarized as ( l ) wood products, (2) leather and 
footwear, (3) cotton, wool and hard-fibre t e x t i l e s , (4) processed, prepared, 
tinned and similar foods, (5) machinery produced i n short s e r i e s , (6) metal 
products, (7) pulp and paper, (8) petrochemicals, and (9) miscellaneous 
chemicals based on abundant natural resources such as those used in 
organotherapy, e t c . 
I f such exports are to be e f fec ted and at ta in s i g n i f i c a n t l e v e l s 
i n Latin America's foreign trade, not only must the international problems 
facing industry be solved f i r s t , but some kind of preferent ia l treatment 
must be obtained i n the potent ial importing markets. In many cases the 
industr ies involved are at an embryo stage, and consequently need s p e c i f i c 
conditions i f they are to develop e f f i c i e n t l y from an economic standpoint, 
s ince they vri.ll otherwise be at a competitive disadvantage compared with 









Welded s t e e l t ubes , 
1/4" t o 2" 
diameter 
(2) 
Pulp and paper 
Kraf t paper 
( in tegra ted 






Size of plant a / 100 178 447 100 200 400 100 276 830 ; 100 200 400 
Iwestmerfc per 
un i t of output 100 72 44 100 59 46 100 83 66 100 75 56 
Average t o t a l cost 100 86 68 100 71 57 100 84 71 100 79 65 
Sources: 
(1) ST/ECLA/COiJP. 11/L.14. 
(2) and (3) ST/fcCLA/CONF. X l / L . l ? . 




economic scale and broad experience i n the world market. Furthermore the 
l i s t of products given above, and the order in which they appear, which are 
based on a theore t i ca l and preliminary study of the prospects i n the various 
sectors , may wel l change considerably i n pract ice , depending upon internal 
and external developments. 
The broad range of products that could be exported by the Latin 
American countries as a whole includes not only those produced on the 
basis of a particular factor that i s cheap and abundant, but a l so complex 
a r t i c l e s involving a high l e v e l of technology and intensive use of capi ta l . 
Consequently from the standpoint of the economicity of production i t i s 
not' advisable to concentrate interest'on" t h i s or that type of product. 
On the contrary,, future prospects should be considered i n terms of the 
wide range of items given above or of a s imilar var ie ty . 
. ... . . . . .. 3»- • Some, shortcomings and-obstacles —- - • -
Latin America has the requi s i t e bas ic conditions t o compete advanta-
geously i n international trade i n certain types of manufactures, but whether 
or not i t w i l l turn them t o account w i l l depend in large measure on the 
comprehension met with i n the industr ia l ized centres in the way of , removing 
obstacles and deciding x*hat preferences may be necessary within the new 
structures international trade i s tending t o assume. The material izat ion 
of such p o s s i b i l i t i e s w i l l a l so depend on the e f f o r t s made to surmount 
shortcomings and obstacles of a d i f f erent nature, some inherent i n Latin 
America i t s e l f , and others re lated to the broader machinery of international 
co-operation. 
Without any wish t o enter into a systematic ana lys i s , some i l l u s t r a t i v e 
examples should be given. F i r s t , there are the problems deriving from, 
shortage of cap i ta l . To the high cost and i n e f f i c i e n t channelling of capital 
must be added problems stemming from the technology applied i n the dynamic 
capital - irtensive industries and the existence of considerable i d l e capacity 
i n many plants , mainly the largest and most capi ta l - in tens ive . 
* 
With respect t o labour, vigorous attempts must be made t o improve 
techniques and training f a c i l i t i e s in order t o breach the huge gap between 
output i n t h i s region and i n the industr ia l ized countries. Otherwise, the 
wage increase resul t ing from any attempt t o redis tr ibute income and from 
the very expansion of labour demand would o f f s e t the comparative advantages 
of Latin America's present wage-productivity r a t i o . 
An adverse aspect of ex i s t ing conditions for industr ia l development 
i s the generally unsatisfactory s i tuat ion as regards the production and 
supply of energy. This a f f e c t s not only s p e c i f i c industr ies - such as 
those based on e l e c t r o l y s i s - but industiy as a whole, sometimes because 
of the high rates charged and at others because of scanty and irregular 
suppl ies . 
/ î lore important, 
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More important, perhaps, than the problems mentioned so far i s the 
lack of competition between manufacturing industries in Latin America, 
deriving partly from the s i z e of the market, often too small for more 
than one or two enterprisesy.and partly from t a r i f f or quantitative 
protection which i s , o f t e n tantamount to an embargo on imports. These 
two factors have f requent ly been responsible for the establishment of 
industries which are inadequate both from the standpoint of output and 
of product quality» Moreover, together with the almost complete absence 
of industr ia l development programming at the national l e v e l , they have 
been responsible for the i n i t i a t i o n of import subst i tut ion, which was made 
necessary -by the d i f f i c u l t balance-of-paymetits s i tuat ion , on a far frem 
^competitive basis« From the viewpoint of the p o s s i b i l i t y and d e s i r a b i l i t y 
of exporting manufactured goods, they have discouraged rat ional e f f o r t s to 
compete overseas. In. other words, entrepreneurial-decisions have naturally 
been directed towards profit-making i n a safe and protected domestic market 
•rather than towards an uncertain overseas market in which competition must 
be met under the conditions already mentioned. 
Export trade channels are in general at an inc ipient stage - except 
for some tradi t ional products - and credit f a c i l i t i e s for marketing are 
pract ica l ly npn-existent . Hence, i f manufacturesare to be exported, i t 
i s of fundamental importance to organize, shape and develop those channels 
together with the necessary export credit and international f inanc ia l 
re lat ions .associated with that credit« -
Lastly, to mention one more of the many other basic condit ions, 
technological and market research ought to be greatly i n t e n s i f i e d in 
order to bring the qual i ty and technical standards of Latin American 
manufactured goods in to l i n e with the require&e&ts of possible markets« 
; / C . ; ; P O S S J S I L I T I E S 
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C, POSSIBILITIES FOR THE GEOGRAPHICAL EXPANSION 
OF EXPORT MARKETS 
The third fac tor that might help t o overcome Latin America !s fore ign 
trade problems - besides those already mentioned^ i . e . , expansion of 
t r a d i t i o n a l trade and d i v e r s i f i c a t i o n of exports by means of new export 
f lows of manufactured goods - i s the geographical expansion of markets* 
Previous sec t ions have shown c l ear ly the high proportion of l a t i n 
America1s fore ign trade with the western indus tr ia l i zed countries and 
the low l e v e l of trade within the region i t s e l f and with the c e n t r a l l y -
planned economies and other developing áreas. I t i s not d i f f i c u l t , however, 
t o perceive that the three l a s t cases have undoubted p o t e n t i a l i t i e s for 
more a c t i v e trade which, i f turned t o good account, could contribute 
subs tant ia l ly - i n the short and long run ~ t o the more rapid growth of 
Latin American exports , and at the same time f a c i l i t a t e t h e i r d i v e r s i f i c a t i o n . 
These prospects should therefore be examined at greater length and 
an evaluation, however general , made of t h e i r magnitude and importance* 
1 . Latin America ~ regional integrat ion and fore ign trade 
Increased in tra-reg iona l trade appears to be one of the most obvious 
and important ways of expanding Latin America ls fore ign trade, part icu lar ly 
i n view of i t s present low l e v e l s barely 7 per cent of the region*s t o t a l 
exports in 1961. 
In the past condit ions have not been too favourable for i n t e r -
Latin American trade, because of the l imited indus tr ia l development of the 
d i f f e r e n t economies, whose basic resources are i n general competitive 
rather than supplementary and whose i n d u s t r i a l i z a t i o n process has been 
directed mainly towards import subs t i tu t ion i n the individual countr ies . 
The process i t s e l f l a t e r s e t the limits of the replacement p o l i c y , i n 
part i cu lar opee the simpler replacements from the standpoint of techno-
l o g i c a l requirements, c a p i t a l i n t e n s i t y and economies of sca le had been 
exhausted. The growing d i f f i c u l t i e s of carrying subst i tu t ion beyond the 
f i r s t stage that i s concerned s o l e l y with domestic markets, combined with 
the adverse fore ign trade trends , served to emphasize the need for regional 
schemes that would f a c i l i t a t e the e s s e n t i a l reorientat ion of the i n d u s t r i a l i -
zat ion process and at the same time enable f u l l use t o be made of other 
advantages of s p e c i a l i z a t i o n , including those re lated t o primary commodities. 
At the present time* not only i s there a s u f f i c i e n t l y widespread 
understanding of the problem, bi*t many of the necessary po l i cy dec i s ions 
have been adopted and several of the instruments needed t o stimulate the 
regional integrat ion prpcess have been es tab l i shed . The General Treaty 
on Central American Economic Integration and the Latin American Free-Trade 
Association are both f u l l y operative and, although many pract i ca l d i f f i c u l t i e s 
/ s t i l l subs i s t 
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s t i l l subs i s t , are beginning t o have r e s u l t s . In addition, i t has been 
decided to strengthen those instruments and amplify the ir objectives with 
the ultimate purpose of arriving at an e f f e c t i v e Latin American common 
market. 
The Latin American countries therefore attach supreme importance t o 
the aim of integration as a means of creating more favourable conditions 
for the growth of the i r economies and of remedying the tradi t ional inadequacy 
of the ir external sector« 
The relat ionship between these e f f o r t s to attain regional integration 
and Latin America's trade with other areas i s a l so probably quite c lear . 
I f the r e s t r i c t i v e and discriminatory conditions4 of international ..trade pers i s t 
or are accentuated, the extention of integration would have to come about 
through an attempt on the part of l a t i n America to increase i t s s e l f -
suf f i c i ency and thus f ind within i t s own. boundaries and at any"cost the 
opportunities that i t s trade with the res t -of the. world" does not provide« ... 
This i s not a desirable solution« From the Latin American standpoint, 
regional integration does not represent an alternative to more act ive foreign 
trade; on the contrary, i t ought to be an instrument whereby that trade . / 
could be enhanced with the consequent benef i t s for Latin America as wel l 
as the general benef i t s that would accrue from more intensive world trade« 
In f a c t , as progress i s made in the attempt to achieve integration 
the growth rate of the regional economies w i l l be stepped up, and the ir 
needs and p o s s i b i l i t i e s in respect of imports from the rest of the world 
w i l l be correspondingly greater. Progress towards consolidation of a Latin 
American common market w i l l , in turn, f a c i l i t a t e readaptation of the region1s 
structure of production, part icularly in the industr ia l sector , and w i l l 
better equip these countries to partic ipate in a new international trade 
structure.. The wider dimensions of the whole regional market'will be 
s u f f i c i e n t impetus for the i n s t a l l a t i o n of larger plants-capable of taking 
advantage of the economies of scale and producing at lower costs than those 
obtaining at present in a ' large part of the region*$ manufacturing a c t i v i t i e s . 
Similarly, the greater competition in l oca l markets result ing from progressive 
l ibera l i za t ion of trade between the member countries w i l l encourage attempts 
to rat ional ize production and to improve the qual i ty , standardization,, and 
so forth , of industr ia l products. 
Nevertheless, the d i f f i c u l t i e s of accomplishing a l l t h i s wi11 loom 
very large i f Latin America i s forced to xd-thdraw into i t s s h e l l and i s 
unable to reap s u f f i c i e n t benef i t from the undoubted advantages of trade 
with the industrial ized countries, which are in a better posi t ion .to supply 
much .of the machinery and equipment and, in general, the more complex and more 
highly technical manufactures. Thus, the aim,and end of the e f for t s t o at ta in 
regional integration i n Latin America are not the reduction, of imports from 
outside the region but, on the contrary, a steady increase in such imports, 




Such are the /begins i n which the, problem i s expressed. The 
progressive integrat ion of the Latin .American economies i s i n e v i t a b l e , , 
but the course i t takes w i l l depend on-decis ions taken at the world 
l e v e l concerning the conditiófts arid p o s s i b i l i t i e s of fered by the main-
streams of world trade i n future . 
2ê Prospect's of trade with the centrally-planned- economies. . 
The countries with central ly-planned economies hold out .great „ 
p o s s i b i l i t i e s for increased trade with the developing countr ies , given 
t h e i r l e v e l of i n d u s t r i a l development, the s i z e of t h e i r population and, 
above a l l , the f a c t that! hardly any use has beeh made of e x i s t i n g trade 
p o s s i b i l i t i e s a s . y e t . However, nothing can ac tua l ly be achieved unless 
both s ides are resolved t o ¿xamine with complète impart ia l i ty the . 
d i f f i c u l t i e s that have ar i sen i n the past arid try to overcome them* Thèse 
d i f f i c u l t i e s primarily .stem from the r e l a t i v e s e l f - s u f f i c i e n c y on which 
development of the countries with centrally-planned economies has been 
based, a po l i cy which has been relâked of l a t e . Other factors, l i m i t i n g 
trade p o s s i b i l i t i e s r e l a t e more par t i cu lar ly to the condit ions o f payment 
applied t o transact ions, , the c r i t e r i a f o r e s t a b l i s h i n g the pr ices of the 
goods traded, and such aspects as thè" s u i t a b i l i t y of indus tr ia l equipment 
f o r the need3e:of. the l a t i n American countries and the lack of agents- or 
representat ives . -
Even though the: t o t a l volume ;óf trade engaged in 'by.-the States 
members of COMgCON 8/ has"increased rapidly over :the past ten years , i t 
i s s t i l l at :â f a i r l y low per capità leVel compared with the western 
economies. The Soviet IJnion , ; f or example i règ is tered 61 do l lars per 
capi ta of fore ign trade in : 1962i whéreas t h è - f i g u r e s f o r the United States., 
the Federal Republic of Germany aiid the United Kingdom wère 200-, 450 and 
445 d o l l a r s , r e s p e c t i v e l y . .Broadly speaking, the l e v e l s for. the other 
members of-COMECON are a l s o very much lower than those'recorded by the . 
indus tr ia l i zed market economy countries., with the poss ib le exception of 
Czechoslovakia« 2 / T™0' oVher .features1 of• those countries 1 foreign- trade 
s t i l l further l i m i t i t s volume;'with respëfet to the ; developing countr ies : , 
on the one hand,- a .very high proportion (65 per cent ) i s accounted f o r by . 
trade between the COMCO^'countries .-¿hemôélves and, on the other, trade 
with the developing countries represents barely 10.Ô per cent . No .other 
groups of countr ies , such as those belonging t o the EEC, reach that degree' 
of in tra -reg iona l concentration and ..the proportion of t h e i r trade with 
the developing c o u n t r i e s ' i s far higher than'that of-COMECON ( i . e . , over 
40 per c e n t ) . . . 
8 / The fo l lowing countries are members of COMECON; Albania, Bulgaria, 
Czechoslovakia, the German Democratic Republic, Htingary, Poland, 
Roumania and the Soviet Union. - . 
• *, t • 
2 / Estimates by the Economic Commission for Europe. Frederic Pryor, 
. in The ccmmunist fore ign trade system, brings t o l i g h t even more 
unfavourable proportions for 1955. In that year, none of the COMECON 
countries had atta ined a per capita volume of fore ign trade equal to 
even hal f that corresponding to t h e i r l e v e l of indus tr ia l development 
and population. /r4> 
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If the factors responsible f o r such a* l imited proportion of trade 
with other areas were t o be el iminated, or at l e a s t mit igated, presumably 
Latin America could aspire to. a f a i r l y s izable volume of trade with that 
area. While i t i s impossible t o Aake idetailed projections of any kind for 
the time being, i t might be mentioned for purpose of i l l u s t r a t i o n that i f 
the centrally-planned economies were toimp^rt' from Latin America a propor-
t ion of the i r gross domestic product equal to half that imported by the 
Federal RepubHo of * Germany >-• it- -would amountto^over 2,"250 mi l l ion dollars'" 
a year. • - _ ^ . 
Trade prospects are, of course, brighter for some products than f o r 
others» Tropical agricultural commodities are not produced.within COMECON 
and t h e i r consumption is-expanding rapidly. There are a l s o good prbspects 
of increasing trade in raw materia ls , such as cotton, wool "and hides , which 
are needed in growing quant i t i e s . . Temperate-zone products;offer more 
sporadic, but a l s o i n t e r e s t i n g , p o s s i b i l i t i e s . For ins tance , based on 
over-a l l . projections. of -income and assuming^ that per capita consumptioh ~ 
of co f fee and cacao were t o r i s e t o half the f igure registered today 
in a country l i k e the Federal Republic of Germany, cof fee imports by the 
centrally-planned economies could amount t o about 1 .5 mi l l i on tons a t 
a value of 1,350 mi l l ion do l lars by 1965,- and those of cacao-to 800,000 tons 
at a value of 690 mi l l ion d o l l a r s , instead of the 28,000 tons of co f fee 
and 32,000 tons of cacao¿actually imported i n 1958. Whatever reduction 
takes place i n these f i gures , i n view of d i f f e r e n t factors that keep 
consumption of these items- far beJLow the l e v e l s attained i n the United States 
or the Federal Republic of Germany, there are unquestionably ample 
p o s s i b i l i t i e s for. f inding an out l e t for these and other commodities. 
However, Latin Americafs annual trade with the. centrally-planned 
economies'up t o 1953 was never more than 100 mi l l ion do l lars . In 1954 
and 1955, owing mainly t o the expansion of Argentina's trade with that 
area, exports rose t o 169 mi l l ion and 207 mi l l ion dol lars respect ive ly , with 
imports of 231 .million and 181.mil l ion dol lars in each case . Trade f e l l 
o f f again in the next three years , to recover in I960 large ly as a resu l t 
of the s h i f t in Cuba's fore ign trade. No information^is avai lable pn.. 
Cuba's trade sihce 1961, but that of other l a t i n American countries , 
part icular ly Brazil^ has agaih increased-(see table 69)» 
As regards ex i s t ing trade f lows , i t should be mentioned that while 
Braz i l ' s trade with the centrally-planned economies i n 1956 was 
approximately 39*4 mi l l ion do l lars for exports and 46 mi l l ion for imports, 
these f igures rose to about 76 mi l l ion and 73*5 mi l l ion dol lars respect ive ly 
in 1962.. The l e v e l s attained by Argentina i n some years were even higher: 
in 1954 i t s exports reached a peak of 97*7 mi l l ion d o l l a r s , f e l l o f f 
considerably in the next few years, , but rose again to approximately 75 mi l l ion 
dol lars i n 1962. In Uruguay, the f igures have been lower i n absolute terms, 
but have represented an even higher percentage of t o t a l exports and imports; 





SHAKE OP COUNTRIES WITH CENTRALLY-PUNNED ECONOMIES IN TOTAL 
VOLUME OP LATIN AMERICAN TRADE 
(Millions of d o l l a r s ) 
Year 
Exports from l a t i n America, f«o*b Imports to Latin Amerioa, o»i»f. 
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1938 1 27 28 1 6 9 3 1.7 31 1 52 7 2.0 
1948-53 2 J 7 1 6 852 1.0 52 6 524 0 ,8 
195^ 30 159 169 7 867 2 . 1 231 7 39* 3 . 1 
1955 6 207 2 0 7 - . 7 991 2.6 1 8 1 7 533 2 .4 
1956-58 6 127 133 8 439 ' 1 . 6 99 8 587 1 .2 
1959 3 157 160 8 285 1.9 125 7.992 1.6 
I960 m 269 310 8 656 3.6 158 8 239 - 1 .9 
1961 80 i 4 o y 220 y 8 660 • •• 1 3 1 y 8 033 y • • • 
Sources United Nations, Direct ion of In t e rna t i ona l Trade, and na t i ona l s t a t i s t i c a » 
a / Average f o r t he years I9W, 1952 and 1953» 




The rest of the Latin American countries, with the exception of 
Cuba, engage in r e l a t i v e l y l i t t l e trade with- the cèntrally-planned economies 
( for further d e t a i l s see tables 70 and 71) , 
A very high proportion<of l a t i n American trade.with the centra l ly -
planned economies cons i s t s of a l imited number of agricultural 
commodities. Exports from the temperate zone - Argentina and"UrugUay -
cons i s t of hides , wool, cereals and meat; -and from the tropical zone 
- c h i e f l y Brazil - c o f f e e , cacao/1 cotton, waxes of vegetable origin and 
s i s a l . Imports, in. turn, have consisted;mainly of machinery and equipment, 
chemicals and/ in the .case of Bfcazil, petroleum and wheat» : 
Since t h i s trade i s of a non-tradit ional character and, moreover, . 
presents very spec ia l patterns, i t i s u se fu l ' to record some of the recent 
experience derived therefrom» 10 / In the case or Argentina, trade with . 
the centrally-planhed economies was heaviest " at a time when. i t was to seme 
extent f a c i l i t a t e d by two factors 5 ( l ) general use of b i la t era l trade and 
payments agreements in Argentina1 s trade pol icy; (2) the existence of 
an o f f i c i a l agency (IAPI) which conducted most of the country's foreign, 
trade operations» The f i r s t factor çoinc-ided with the practices of govern-
ment agencies i n countries with centrally-planned economies, .which carry 
out t h e i r foreign trade operations primarily through b i l a t e r a l agreements» 
The second factor f a c i l i t a t e d purchases and s a l e s , since i t eliminated the 
dual procedures that would have been necessary between private exporters 
or importers and government agencies» This boom, i n trade between Argentina 
and the centrally-planned economies should, however, be treated with the 
utmost reserve in so far as b i l a t é r a l agreements, are concerned. For various 
reasons, c h i e f l y the d i f f i c u l t y of f inding suitable a r t i c l e s to import" from 
those countries,Argentina's credit balances soared to great heights through 
the swing credi ts provided for in the agreements. In 1956 such credits came 
to several tens of mi l l ions of dollars» In view of the type of commodities 
offered by the l a t i n Ame'rican countries (raw materials and food products), 
these features of the operation of the agreements further s i g n i f i e d that 
consumer goods were being sold on a credit bas i s . Quite possibly the 
emphasis placed by Argentina since 1958 on mult i lateral payments mechanisms, 
which brought i n i t s train the abandonment of b i l a t e r a l accounts and the 
disappearance of IAPI, was part ly responsible, a t l ea s t temporarily, for 
the reduction i n i t s trade f igures with the centrally-planned economies» 
On the other hand, transactions with mainland China are based on direct 
payment in do l lars . 
10/ To that end, data and impressions were co l lected from the countries 
mentioned by means of surveys covering government o f f i c i a l s and persons 
associated with private trade who have taken part in negotiations with 
certain centrally-planned economies. Naturally, the references contained 
in the text represent only a very general appraisal of the re su l t s of 
that survey, the persons interviewed being absolved from a l l respons-





LATIN AMERICAN EXPORTS TO EASTERN EUROPE, BY COUNTRY OP ORIGIN 
(F .o .b . values i n mi l l ions of d o l l a r s ) 
Exporti r^ oountry 1948 1 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 i960 1961 
Argentina 31.9 38.0 35.7 12.6 22.8 97.7 81« 6 41.2 . 29.0 29.4 51.3 55.1 52.0 
Braz i l 20.3 17.9 21.6 24.7 4 . 5 4 ,2 21.5 42 .1 38 .8 37.1 58.2 69.6 72.9 
Chile 7 .3 2 .4 1 .0 0 .5 . 1 .8 o a 2 .0 .0 .3 - - 0.4 - - 0.4 
Colombia 3 . 8 - - 0.7 - - 1.2 0.9 - 1.8 1 . 4 . 2.2 2 . 0 
Ecuador - - - - 0.1 0.1 0 .1 0.2 1 .5 0.2 - - -
Peru 1.3 0.2 - - 0.1 - . « - - - 0.5 - - -
Uruguay 2.6 2 .9 2 .4 2 .0 1 .5 1.4 22.6 10*5 6 . 0 6.2 26.3 21.4. 8 .8 ... 
Cuba 0.1 1 .5 0.5 3 .1 0 .1 0.9 0.8 37 .0 15.6 42 .0 14.1 13? 1 l l 4 . £ ... 
Mexico 11.? 5.7 1 .0 0 .7 o.5 0.3 0 .1 ' 0.4 0 .1 0.3 0.3 - 0.9 • -
Total Lat in America 50.4 66.3 64,5 66.7 21. g 29.8 144.7 173 .3^ : LO4.5^: 145.4. 255.1 127.3 
a / Including Hai t i ( 0 . 1 ) . , 
b / Including Venezuela (l.0.)> and Ha i t i (0 .1 ) . 
o / Including Venezuela (0,1)» 




T a b l e ? l 
LATIN AMERICA: IMPORTS FROM EASTERN EUROPE BT COUNTRY OF DESTINATION 
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Total Lat in America 38.7 42.3 53.8 52.1 36.5 48.1 2 l4 .3 1?8.9 129.1 71.0 62.3 I I9 .6- 149.5 125.1 
/Brasil i , another 
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Brazi l , another of the Latin American countries which has traded 
extensively with the central ly planned economies, has a lso operated on 
the bas is of b i la tera l agreements. Of l a t e , the scope of these agreements 
has broadened and trade has increased s t e a d i l y . The conviction i s prevalent 
i n Brazi l , at l e a s t in government c i r c l e s , that such "bilateral payments 
agreements presuppose a net addition to the country's importing capacity 
and that the d i f f i c u l t i e s inherent in t h e i r operation can be overcome (see 
table 72 containing f igures for Brazil's, trade with each of the central ly 
; planned economies from 1956-62), Brazi l does not seem to have shown the 
- lame tendency to accumulate credi t balances as Argentina, 
Uruguay, which has t r a d i t i o n a l l y maintained act ive trade re la t ions 
iSith the centrally-planned economies i n Europe, has sighed a number of 
payments agreements s ince the end of the world war i n 1945« * These are 
compensatory agreements of the usual kindy with clearing accounts i n the 
banks of the two part ies concerned© They have on occasion acted as direct 
barter mechanisms, owing t o the existence o f export and import schedules 
and to the i m p l i c i t commitment they contain to conduct operations for 
balanced amounts. 
The type of agreement adopted by Uruguay i s much the same as that 
used by Argentina and Braz i l , The unit of account i s the United States 
dol lar . Swing or maximum, credits are f ixed, over and above which payment 
has to be made i n do l lars . As a general rule the agreements include 
schedules of goods in which trade i s assumed to be permitted, and a f igure 
i s establ ished for the aggregate volume of such trade. Balances outstand-
ing at the end of the customary period of time, or at the expiry of the 
agreement, should also be s e t t l e d i n do l lars . As i n Argentina and Brazi l , 
and in a l l the other Latin American countries that have a market economy 
and trade with the central ly planned economies, many operations are e f f ec ted 
i n free dol lars outside the purview of the agreements. 
In general, the viex* i s held in a number of quarters in the three 
countries concerned that such trade i s important to the national economy,^ 
Despite occasional d i f f i c u l t i e s i n using up the balances, i t i s considered 
to*Have made a net addition to the capacity to import, to have opened a 
new out le t for exports, and, on the whole, not to have caused any particular 
problems as regards the price of the transact ions. There are, however, a 
few d i f f i c u l t i e s , which w i l l have to be overcome i f the trading a c t i v i t i e s 
in question are to acquire the importance that ought to be attached to them. 
The main d i f f i c u l t i e s , which part ly explain why the l e v e l of such 
trade has been so low up to now, are set forth below: 
(a) In the f i r s t place, the economic po l i cy of the centra l ly planned 
economies has tended to re legate international trade to the background i n 
development plans. Their pol icy i s impl i c i t l y geared towards s e l f -
suf f i c iency , in that they prefer to produce a l l they need within the i r 
own borders, and t h i s i s natural ly an obstacle to international trade. 
The nature of t h e i r system of planning, which decides exactly what i s to 
/Table ?2 
U 72 
BRAZIL TRADE WITH TH£ CENTRALtt.-PLANNED ECONOMIES 
(Vdlue In mi l l ions of d o l l a r s ; exports f . o . b . ; Imports o . l . f « ) 
Country 1956 . 1957 1956 1959 I960 1961 - 1962 
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be produced, what is to be exported and what to be imported, i s such as to 
give f u l l rein to these autarchic trends. Although, in actual fac t , they 
have become l e s s marked in recent years, they s t i l l seem to be the main 
reason why a great many of the natural p o s s i b i l i t i e s for trading on an 
international basis remain unrealized» "While i t i s true that more importance 
i s being attached to the possible advantages of international trade - in the 
shape of incentives to o f f i c i a l foreign trade enterprises to raise the 
"profits" of the operations entrusted to them and that increasingly 
detailed calculations arc being made of the saving in resources obtainable 
through international specialization, it is no less true that this new 
concept of the role of foreign trade is largely coming to mean specialization 
agreements within COMECON, withr.ut any very:/-reat relaxations of the 
restrictions applied vis-£~vis the other areas. This should be regarded as 
the keynote for future trade relations. To a great extent, trade between 
the developing countries and the centrally-planned economies mil be in 
direct ratio to the stress laid upon foreign trade by the Governments of 
the latter countries in their plans and practical decisions. 
(b) The fac t that the centrally planned economies usually prefer to 
conduct the ir trade transactions on the basis of b i la tera l medium-texm 
payments agreements has an important bearing on the ir future trade with 
the developing countries. The use of b i la tera l channels for international 
trade leads to administrative problems, non-convertibi l i ty of payments with 
the ensuing adverse e f f e c t s on trade f l u i d i t y and the general danger of trade 
distort ions and l imi ta t ions . 
In order to assess the place of b i la tera l agreements in trade with 
the central ly planned economies, i t should be real ised that the system i s 
firmly entrenched and that i t s replacement by another procedure offering 
greater convert ib i l i ty might give r i s e to admin i s tra t ive : di f f i cu l t i e s . 
But th i s does not detract from the need to f ind formula that would by-pass 
the practical problems inherent in bi lateral ism and leave the way open to 
f u l l convert ib i l i ty in future. 
S t r i c t bi lateral ism, with the resulting obligation to spend the 
balances s o l e l y i n the country that i s a party to the agreement, imposes 
res tr i c t ions that are l i a b l e to have serious implications, part icularly 
when the creditor country has d i f f i c u l t y in importing goods that i t rea l ly 
needs.. D i f f i c u l t i e s of t h i s kind may prevent the agreement from function-
ing, i f the debtor country refuses to allow i t s debit balance to exceed 
the l i m i t of the sizing agreed upon, or lead to the maintenance of credit 
balances which, as pointed out before, represent an odd form of assistance 
from the developing to the industrial ized countries* 
This problem would be greatly s implif ied i f , as a f i r s t step towards 
wider convert ibi l i ty , a country which had b u i l t up a credit balance in one 
State member of COMECON were allowed to spend that balance in the other 





(c) As .regards the prices adopted for transactions, the differences 
between the price concepts and mechanisms in force in market and i n central ly-
planned economies are wel l known« As a ru le , ..sales of primary commodities 
are s e t t l ed through the payments mechanism at international prices on 
which exact information i s normally avai lable . But when the goods i n 
question belong to the f a r wider range of manufactures that Latin America 
i s interested i n importing,--for which comparable international quotations 
are much harder to obtain, the problem becomes more complicated. 
The customary reservations.expressed in t h i s respect are based on the 
monopolistic nature of the State enterprises that deal with sales .on behalf 
of the countries with central ly planned economies, and on the ignorance of 
exporters in the market economies of the real market conditions in which 
they wi l l be disposing of the ir goods» Moreover, the system lends i t s e l f 
to the possibility ,of dumping, which could not be proved because of the 
different methods used for calculating production costs* 
(d) Even more important i s Latin America's d i f f i c u l t y in finding 
suitable products to import from the central ly planned economies. This 
i s partly due to the characterist ics of the machinery and equipment produced 
there, whose standards and technical specifications differ considerably 
from those of similar items manufactured by the industrialized countries 
i n the west and are therefore hard tc adapt to Latin American plants, 
and partly to. the lack of spare parts, ¡established sa les "representatives 
and publ ic i ty material, e t c . I t i s a lso due to the want of f l e x i b i l i t y and 
variety in the export surpluses of the centrally-planned economies, s ince 
the.-existence of surpluses depends on government decisions by which the 
s o c i a l i s t foreign trade agencies must abide. Much could be done, however, 
to a l l ev ia t e the problem through the gradual adaptation of equipment, the 
establishment of branch o f f i c e s with an adequate stock of spare parts, and 
improvements i n qual i ty and'technical spec i f i ca t ions . 
Then, too, the countries-that could , trade-.more act ive ly with the 
central ly planned economies often harbour misgivings with respect to the 
duration of present trade movements and those l i k e l y to be established 
in future, , and the danger that they might be abruptly arrested by a one-
sided decision. In^ the case of trade with.other market economies there 
i s also the l ikel ihood that a government decision w i l l drast ica l ly change 
the structure of demand. But i n market economies the power exercised by 
individual preferences and the influence of prices tend to act much more 
forcefu l ly in favour of tradit ional suppliers than in "countries where the 
decisions., are taken by a/-central organ* .Similarly, in the former, t a r i f f 
reductions do have s igni f icance whereas, in the l a t t e r they have much less 
automaticity since the final decision to import remains in the hands of 
the planning authori t ies . 6 . 
In short, the centrally-planned economies aro undoubtedly an important 
potential market. They o f f e r trading p o s s i b i l i t i e s o£-which. I r t i n iuaerica 
has only jus t begun to a v a i l i t s e l f and that may "expand considerably i n 
future. Problems s t i l l subsis t , seme new and .different-, th':t have, sprung 





economies, and others that re la te to pract ical methods and procedures 
and w i l l not be d i f f i c u l t to so lve . But i n no case are there barriers 
formidable enough to prevent t h i s trade potent ia l from being rea l ized 
to the mutual benef i t of both part i e s , 
3» P o s s i b i l i t i e s of trade with other developing areas 
From a broad standpoint, Latin America1 s trade with Asia and Africa 
(excluding Japan and South Africa) i s both scanty and sporadic. In 1961 
i t s exports t o t a l l e d about 160 mi l l ion dol lars , of which a l i t t l e l e s s than 
two-thirds wore destined for Asia, in the same year, i t s imports amounted 
to 260 mi l l ion do l lars , l e s s than a f i f t h being contributed by Afr ica . 
Both Latin America and the other two regions conduct the bulk of the ir 
trade a c t i v i t i e s with the major centres . As ia ' s regional trade i s f a i r l y 
important (20 per cent) , but with South Africa excluded, Afr ica ' s i s no 
more than 4 per cent . The volume of trade with other developing areas i s 
a l so r e l a t i v e l y i n s i g n i f i c a n t , being s l i g h t l y over 6 per cent in the case 
of Asia and a l i t t l e l e s s than 7 per cent i n that of Africa (as against 
2 .7 per cent for Latin America). 
Latin America i s a f a i r l y regular buyer of certain raw materials 
from Asia, such as t i n and rubber (Malaya), jute (India and Pakistan), 
f u e l s (Saudi Arabia and Kuwait) ,and tea (India and Ceylon). Latin American 
tinned meat i s purchased by the Phil ippines, cotton yarn and t e x t i l e s by 
Indonesia, wool, vegetable o i l s , grains, sugar and meat by mainland China 
and Chilean n i t r a t e by the United Arab Republic. Africa mainly buys f u e l s 
from Venezuela. 
Except for trade between Mexico and Indonesia which i s governed by 
b i l a t e r a l trade and payments agreements, no other attempts have been made 
to trade on a systematic bas i s xvith Asia and Africa , 
Apart from the rather lack lus tre e f f o r t s made by the developing 
countries to trade among themselves, there are additional d i f f i c u l t i e s 
compounded of the ir remoteness, the lack of regular communications, the 
dearth of other t i e s that would be l i k e l y to st imulate trade and, above 
a l l , the lack of complementarity between the d i f f erent types of basic 
products, 1 1 / 
The intense trading a c t i v i t i e s carried on with Japan on the one hand 
and with the European countries l y ing i n the Mediterranean basin on the 
other, has occas ional ly l e d to the u t i l i z a t i o n of i d l e transport capacity 
and the conclusion of export and import agreements with parts of Asia and 
Africa, 
11/ See United Nations, Problemas internacionales que plantean l o s 




The present volume of trade does not provide any grounds for evaluating 
thè resu l t s that might be obtained, even in the immediate future, from an 
i n t e n s i f i c a t i o n of ex i s t ing f lows . Any forecasts made would have to take 
into account: 
1« The modif ications that the recent movements towards p o l i t i c a l 
independence ( e spec ia l l y i n Africa) might make in the tradi t ional 
economic t i e s betnreen the former metropoli and the ir associated 
t e r r i t o r i e s ; 
2 . The stage of economic development capable of being reached i n a 
short space of time by the countries i n other regions, s tart ing 
from the i r present low l e v e l ; and 
3 . The inf luence of regional groups (ALALO and those envisaged i n 
Africa) as a factor malting for the systematization and co-ordina-
t ion of trade at the continental l e v e l . 
The f i r s t two points may be considered as outside Latin America's 
control . But, in order to es tabl i sh bases for more balanced and harmonious 
international trade, i t i s important to ascertain the f i e l d s in which r e c i -
procal demand could be stimulated, as some countries - Argentina, Brazil and 
Mexico - are already doing. In t h i s respect, i t would be advisable to fo l low 
the l i n e of action talc en by the Trade Committee of the Economic Commission 
f o r Asia and the Far East , which has organized research and intergovernmental 
consultations on these problems, covering State trading, the organization of 
trade f a i r s , the spread of information on markets, the improvement of the 
production and s a l e of primary commodities of importance to the region, the 
s impl i f i cat ion of customs formal i t ies and the improvement of transport media. 
The i n i t i a l work of promotion can only be undertaken with the support 
of the Governments concerned, which would also be responsible for s e t t i n g up 
the specia l mechanisms required and deciding on the adv i sab i l i ty of re sor t -
ing to compensatory arrangements to ease the chronic balance-of-payments 
d i f f i c u l t i e s from which a l l the developing areas are suf fer ing . Proper 
international co-ordination would also help to prevent national food produc-
t ion p o l i c i e s (\tfhich are important for developing economies because of the 
high rate of population growth and the need for a more nutr i t ious and 
varied d ie t ) from being worked out s o l e l y with a view to internal convenience 
i rrespect ive of the cost advantages and comparative bene f i t s to be obtained 
from a rational world d iv i s ion of labour. 
Co-ordinated international action might a lso include projects to s e t 
up economic and e f f i c i e n t s a l e s , maintenance and information f a c i l i t i e s and 
to explore the p o s s i b i l i t y of establ ishing reciprocal preferent ia l treatment 
for areas in process of development, which might eventually be transformed 






PRINCIPAL BACKGROUND DATA ON THE PROCESS OF ESTABLISHING 
A NEW WORLD TRADE' ORDER 
A. INTRODUCTION 
This chapter w i l l deal with the main international co-operation 
a c t i v i t i e s in the f i e l d of trade. Since i t covers widely dispersed and 
varying a c t i v i t i e s , the study w i l l be confined to those bearing on 
matters that are to be discussed at the forthcoming United Nations 
Conference on Trade and Development. 
A pre-eminent part in world trade policy i s played by the General 
Agreement on Tari f fs and Trade (GATT) to which so far only eight Latin' 
American countries have acceded. Argentina is an associate member. 
Before start ing to examine i t , brief .reference must be made to i t s 
immediate .predecessor, the Havana Charter, which i s based in turn 
on the principles of the 1941 Atlantic Charter» 
The Havana Charter, with the aim of providing foreign trade 
with a structure .conducive to the promotion of the economic development 
of a l l countries and a general r ise in.toorld l e v e l s of l i v ing , provided 
for the establishment of an International Trade Organization. This 
in s t i tu t ion l ike the International Bank for Reconstruction and 
Development, the International Monetary Fund and the Food and 
-Agriculture Organization of• the United Nations would, under the*' 
aegis of the United Nations, pursue the soc ia l objectives emerging 
.in-the post-war period. .These objectives were based on the premise 
...that by opening up the world market t o ' a l l factors of production and 
.ensuring the free c irculat ion of goods, a considerable improvement 
might be expected in the common, well-being, provided that a system 
of international co-operation concerned i t s e l f with the economic 
development of the weak countries. 
At Havana, the Latin American countries, which at their 
meeting at.Chapultepec in 1945 had weighed the r i sks involved in 
the unrestricted l ibera l i za t ion of trade movements, strongly 
supported the i n c l u s i o n #f rules aimed at protecting and promoting 
..economic development,, including those related to preferential customs 
/ t a r i f f agreements. 
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t a r i f f agreements* The prolonged discussion i s re f l ec ted in the 
sometimes rather vapue wording of the Charter which, however, retained 
the principle of a world mult i lateral system and'the creation of a 
powerful instrument of international co-operation, with authority 
to promote integration of the weaker economies within a world-wide 
context. 
At Havana, as on other occasions, attention was drawn to the 
d i f f i c u l t i e s i n the way of the Latin American countries obtaining 
equitable trade treatment, which have been greater than'those 
experienced by other developing countries. For example, Latin America 
had no established preferent ia l system of i t s own, l ike the countries 
part ies to the Ottawa Agreement or- those belonging to the French Union, 
Thus, while other areas succeeded in get-ting their preferent ia l 
régimes excluded from the r u l e s -n jnul i i l f i tor^l ism contained i n the 
Havana Charter, to the evident de^Àinevjt of Lat in American exports, 
Latin America was compelled r,o sub jec t a l l i t s ' t rade to the most-
favoured-nation c lause. WIdle i t i s true that , under the Charter 
Latin America could obtain preferent ia l treatment through customs 
unions on free-trade areas, the ex i s t ing groupings would s t i l l have 
enjoyed an advantage since they included very rich industrial centres 
capable of o f fer ing a wide market for the production of the ir associate 
countries or t e r r i t o r i e s . 
The Havana Charter f a i l e d to obtain enough r a t i f i c a t i o n s to come 
into force If and the void created by the absence of an international 
trade organization as part of the post-war i n s t i t u t i o n a l structure 
had other negative consequences for the developing countries . For 
instance,there was a tendency to solve balance-of-payments problems 
through monetary measures - generally involving res tr i c t ions on 
trade and the economy - rather*than by means of increased and more 
d ivers i f i ed exports . I t might wel l be asked whether act ion by the 
International Monetary Fund would not have been more readily available 
t o Latin America had the Latin American countries been able to turn 
to an international trade organization in order to remove the more 
deeply-rooted causes of the growing pressures on the i r balance of 
payments. 
Likewise, i t i s possible that had the International Trade 
Organization ex i s ted , i t would have prevented the preferences that 
were excluded from the multilateral* system of the Havana Charter, 
and subsequently from GATT as we l l , from becoming an extensive 
discriminatory system jeopardizing the i n t e r e s t s of the region once 
1 / It was not r a t i f i e d by the United Kingdom or the United States . 
/ the system 
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the system of assoc iat ion between*the EEC and France *s former 
t e r r i t o r i e s came into being» Nor, perhaps, would i t have allowed 
t h i s discriminatory system and that of the Commonwealth from 
weakening the combined act ion of developing countries in such questions 
as price and s t a b i l i t y of markets for raw materials , in which i t 
i s of the utmost importance that separate preferent ia l systems should 
be prevented from undermining the negotiating capacity of the region 
as a wholed 
In view of the fa i lure to r a t i f y the'Havana Charter, GATT played 
a preponderant role in international trade. 2 / I t s rules are, 
generally speaking, the same as those contained in the Charter as 
far as regulating t a r i f f negotiations and compliance with their 
resul ts are concerned® Besides excluding the preferent ia l groupings 
that exis ted in 1948 from the most-favoured-nation clause, i t 
authorizes the establishment of customs unions and free-trade areas, 
provided they obey certain rules and recognise the p o s s i b i l i t y of 
adopting s p e c i f i c measures - generally by the granting of waivers from 
mult i lateral obl igat ions - to promote economic development and protect 
the balance-of-payments s i tuat ion 0 However, GATT lacks the pos i t ive 
provisions contained in the Havana Charter aimed at ^rstematising 
international co-operation i n foreign trade in the in tere s t s of 
e conomLc developme nt 0 
GATTls task has been by no means easy . Apart from i t s statutory 
l imi ta t ions , i t has been acceded to'by l e s s than half the countries 
i n the worlds I t s act ion, moreover, has been hampered by the d iv is ion 
in world trade between the centrally-planned economy and c a p i t a l i s t 
sectors; by the absence of proper h igh- leve l co-ordination i n 
economic a c t i v i t i e s , and by the absence of an agency empowered t o 
work out solut ions and propose them to Governments, as i n EEC, so as 
t o avoid the or ig in and application of such solutions depending on 
negotiations between contracting part ies with markedly d i f ferent l e v e l s 
of economic and p o l i t i c a l power« 
The valuable contribution GATT has made through i t s rules for 
b i l a t e r a l negotiat ions i s widely recognised. I t i s further admitted that 
those negotiations have made i t possible to maintain the customs 
duties lev ied on manufactures at f a i r l y reasonable l e v e l s , which in some 
degree has served to mitigate the discriminatory e f f e c t s of the large-
scale preferent ia l regimes« Moreover, GATT is 'considered to be a good 
forum for discussion of trade pol icy questions, and the system of 
consultations applied in those discussions I s regarded as a prof i table 
innovation i n international trade prac t i ce s . 
2 / See ECLA, Study of Inter-Latin-American Trade (E/CNa12/369/Revcl) i n 
which an analysis i s made of GATT*s s igni f icance for Latin America 
and the resul ts are shown of a survey of the Latin American countries 
to ascertain the reasons underlying the ir accession to GATT or the ir 




Nevertheless, GATT h&s been unable to deal success fu l ly with extremely 
complex events, such, as the* increase "in" discriminatory,practices and the 
r e l a t i v e l y reduced - inçiortaiïce -ôf -primary commodity exports by the .developing 
countries . The* most serious infringement of GATT ruleë occurs i n respect 
of primary commodities..' These'regulations, based a l so on the.'Havana Charter, 
represent the concrete expression of the principlé of international d iv i s ion 
of labour long advocated by the industr ia l powers* The .underdeveloped ' 
countries-part ies to GATT which had hoped to have l i t t l e d i f f i c u l t y i n 
placing increasing 'quantities' o f - t h e i r primary goods i n industr ia l centres 
have thus seen-their hopes frustrated,, ; . 
i . 1 . . 
The .major countries do not practice - with respect to the i r own'"«. .. 
production - what they themselves advocated-concerning the international 
d iv i s ion o£ labour© Simultaneously with GAÏÏ^s organization and-development 
the 'major coi\ntries stimulated domestic production of basic raw materials , 
including m^ny which in ' the past had'formed the bas is of :the developing 
countries*-international purchasing.power* Substantial subsidies have 
been extended to f o s t e r agricultural production - which i s of ten a n t i -
economic - , t o the point of creating surpluses that disrupt the picture' 
of co-existence, at the world l e v e l as envisaged in the ç tatutès of GATT* 
The extensive derogations or exemptions of unlimited duration provided for 
by t h i s agency (such as that granted to the United States tor agricultural 
commodities), as a l so the statements by representatives of the leading 
nations, preclude any i l l u s i o n s that GATT rules can protect the developing 
countries1 exports, even i f backed by productive e f f i c i e n c y and. special ization* 
In so f a r as discriminatory prac t i ces are concerned, GATT * s * rule s 
have proved ineffect ive® The ESC l i b e r a l i z a t i o n programme const i tutes a 
vast infringement of the rules concerning the mult i lateral system,which 
are of fundamental importance i n GATTe At the same time of i t s establishment 
i t might have been argued that siich' discriminatory l ibera l i za t i on did not 
conspire against Latin America*s i n t e r e s t s , inasmuch as the elimination of 
barriers applied to manufactures that i t ' d i d not e x p o r t - or exported on 
only a minor s;cale r to Europe c However, GATT - s s i l encersgard ing the 
programme was highly revealing as to thé fa te that observance of i t s 
principal rules would meet with i n time'0 
Although.the whole of-GATTTs t a r i f f negotiat ion régime'is based on 
the weighted .average, t h i s could not prevent the external t a r i f f f or the ' 
European Common Market from being based on the arithmetical average". At 
GATTts request, nègot iat ions were he ld' to compensate countries whose-interests 
were*impaired by the EEC common t a r i f f , but the Latin American countries 
a f fec ted were not s a t i s f i e d mith the compensations thus obtained«, 
The lack of any statement by GATT on the compatibil i ty of i t s 
provisions with the pr inc ip les .o f the s tatutes of assoc iat ion between 




concera to Latin America* The statutes i n question extended the geogra-
phical scope of the French Union! s preferences and,, although EEC spokesmen 
in G A T T maintained that the association constituted -a free-trade area, 
that régime was not e x p l i c i t l y contemplated in the instrument of Associa-
tion^ By f a i l i n g to voice an -.opinion5 GATT t a c i t l y agreed to the'marked 
increase, in discriminatory practices imposed by the association« 
The action taken by Uruguay i s a further i l l u s t r a t i o n of the Latin 
American countries1, posit ion as regards observance of GATT rulesa A 
survey carried out by that country shewed that i t s exports are subject 
to more than 500 non-customs t a r i f f res tr ic t ions , many of them in v io la t ion 
of G A T T since they are, applied by countries with no balance of payments 
problems« The slow and . d i f f i c u l t progress made i n Uruguayas negotiations 
for the removal of those res tr ic t ions and the .application of retal iatory 
measures point to the l i t t l e real value that GATT • s rules can have as an 
instrument of protection for the developing countries * 
On a more general plane,the Latin American countries, have striven 
to achieve r a t i f i c a t i o n of some measures aimed at solving.the serious 
problem posed; by the decline in their, foreign trade, large ly due to the 
pol icy followed by the industrial centres which are fostering trade i n 
raw materials between one. another, to the detriment of the ir tradit ional 
suppliers© However,.in discussing such possible measures they have realized 
" that they lade adequate support in GATT, since there are very, strong 
in teres t s — including p o l i t i c a l in teres t s - mi l i tat ing in favour of 
the extension of preferences and the maintenance of quantitative r e s t r i c -
tions® In those circumstances and without the support of the EEC countries, 
an Action Programme has been drawn up (see sect ion B. paragraph 5 of the 
present chapter) which, i f put into force by the major nations, would 
resul t i n an improvement of the developing countries5 international trade 
poss ib i l i t i e so 
The Action programme does not refer spec i f i ca l ly 'to agricultural exports 
from the temperate zone which offer far from encouraging prospects for many 
countries in process of development. Nevertheless,• some proposals of interest 
to the developing countries .have been put forward both-in "GATT and at ; the 
second preparatory meeting of the United Nations Conference on Trade and 
Development on.the organization. of agricultural markets at -the world 
l e v e l . Although these ideas have not been given s u f f i c i e n t l y concrete 
expression to be examined fully, it is noted that the "concept of efficiency 
and specia l izat ion inherent i n GATT rules has been discarded in favour 
of a system that w i l l guarantee more remunerative prices, but which could 
s i g n i f y for Latin America the danger of. gradually los ing i t s re la t ive 
posit ion in the large industr ia l centres, - s ince no mention i s made of 
assuring exporters of a share related to the growth of-demando 
Recently GATT has embarked on an i n i t i a t i v e which may have most 
. f r u i t f u l results^ namely, that of obtaining some advantages for the 
developing countries in the forthcoming negotiations (Kennedy Round) 
such as that of applying to the ir own exports to the large industrial 
centres, without reciprocity, the t a r i f f reductions which the major 




GATT has not been able to take any major action with respect to trade 
re lat ions between the market econony countries and those with c e n t r a l l y -
planned economies, despite the fac t that trade with the l a t t e r opened up 
important p o s s i b i l i t i e s for expansion and d i v e r s i f i c a t i o n of exports from 
the developing countries. GATT's i n a c t i v i t y i n t h i s connexion has had far 
more harmful resul t s f o r countries i n process of dex'elopment than for the 
Great Powers which in themselves wield s u f f i c i e n t p o l i t i c a l and economic 
power to take the ir own decis ions regarding trade with the centrally-planned 
economies«* 
Al l the fac t s mentioned point to the need to consider whether GATT,*on 
a bas i s of un iversa l i ty , could serve as the new structure for world tradea 
Although those same fac t s can be interpreted from d i f f erent standpoints, 
there can be no doubt that the less-developed countries claims have not 
met with a very favourable reception in GATT„ This agency seems to be 
adapted rather to' the requirements of t r ade between t he i n d u s t r i a l i z e d market 
econongr countries, to which no doubt i t i s most useful* The general reduction 
in customs t a r i f f s expected from the Kennedy Round would be d i f f i c u l t , i f 
not impossible, to achieve without GATT*s aid0 These considerations make 
i t possible to forecast that GATT w i l l have a place i n the new structure 
that may emerge from the United Nations Conference on Trade and Development 0 
However, taking into account the direct ion into which international trade 
has been forced by the industr ia l ized nations, the developing countries 
would have ample grounds for demanding prompt'and vigorous action based on 
rules compatible with actual trade conditions, l a id down within a suitable 
i n s t i t u t i o n a l framework. 
In t h i s respect, i t i s worth while examining the rules contained in 
the e x i s t i n g s tatutes of GATT as regards protecting the economic growth of 
the l e s s developed countries. These rules are based on waivers from s p e c i f i c 
obl igat ions that can be granted to developing countries . Hitherto, countries 
have not on the whole had recourse to waivers because they consider that the 
rules f o r protecting the balance of payments in order to encourage the8 
establishment of certain Industries are more f l e x i b l e and. far-reaching, 
All t h i s leads to the conclusion that pos i t ive provisions would, be more 
use fu l than exceptions to the general rule , as in GATT, even i f the ir number 
had to be increased, aad that i t i s doubtful whether t h i s agency can provide 
a suitable framework for systematizing international co-operation i n the 
i n t e r e s t s of solving the problems of underdevelopment,, in so far as they are 
related to foreign trade« 
Moreover, the new exceptions to the general rule cannot be put into 
practice - under the terms of the GATT Charter - unless each and every 
Contracting Party deposits the instrument of r a t i f i c a t i o n in respect of the 
relevant amendment, a procedure which can be more d i f f i c u l t and burdensome 
than the conclusion and putting into e f f e c t of a new international tx-ade 
agreement containing pos i t ive measures of international co-operation in the 




The instruments and ideas that, have awakened interest as a possible 
solution to the developing countries? foreign tirade problems are examined 
in greater detail below» Although all' these questions are widely knoxvn, 
it was considered advisable to include them in the text so that they can 
serve as criteria for drawing up the guiding principles of the most 
suitable trade policy for Latin America5 in face of the serious circumstances 
created by the adverse evolution of its foreign trade, and to discover how 
far the efforts now being made and the concepts discussed at the international 
level are adequate to assure the less-developed countries of the trade 




B. THE HAVANA CHARTER 
The Havana Charter has the meri t of being the f i r s t systematic 
attempt t o organize world trade* In s t r e s s ing f u l l employment and economic 
development as important aims i n expanding and giving new impetus t o fo re ign 
t r a d e , i t embodies some of the bas ic concerns of the present-day world. 
The l i m i t a t i o n s inherent today in i t s t r ade policy regu la t ions 3/ 
r e f l e c t the d i f f e r e n t p o l i t i c a l and economic circumstances i n which I t 
was drawn up, but even so, i t s p ro jec t ion t o the present time through 
GATT and other mani fes ta t ions of i n t e r n a t i o n a l a c t i v i t y , i n p a r t i c u l a r 
commodity agreements, a re evidence of the outstanding r o l e t h a t schould be 
a t t r i b u t e d t o i t . 
Two years of difficult negotiations culminated in the Final Act 
of the Charter, signed on 24 March 1948® The initiative came from the 
United States, wiiose Government in December 1945 published what is 
known as the Clayton Plan concerning proposals for world-wide expansion 
of trade and employment* This Plan, whose object was to make full use of 
potential human resources and to raise living standards, was based on six 
principles, namely: (a) expansion of foreign trade; (b) freedom of private 
enterprise; (c) multilateral trade; (d) elimination of preferences; ¿/ 
(e) a stable trade policy; and (f) international co-operation. The Plan 
was based on the United States' aim to participate actively in a -wide-
spread international co-operation movement3 
Three preliminary d r a f t s of the Havana Charter were clrax-m up and a t 
the preparatory meeting held a t Geneva i n 1947 a l a rge number of amendments 
proposed by the 46 p a r t i c i p a t i n g s t a t e s were examined. At the same meeting 
the General Agreement on T a r i f f s and Trade was prepared as a provis ional 
instrument which was put i n to e f f e c t by a group of countr ies i n 1948 to 
f a c i l i t a t e t a r i f f negot ia t ions and t o expedite compliance with some of the 
r u l e s of the broader instrument t o be known as the Havana Charter« 
The Charter was formally considered a t t he United Nations Conference 
on Trade and Employment, which opened in Havana on 21 November 1947 and 
was at tended by 56 de lega t ions . (The USSR was not represen ted . ) The 
Charter was signed on 24 March 1948 by 53 countries^ Argentina being one 
of the count r ies which abs ta ined . The Charter f a i l e d t o obtain the number 
2/ The same as those pointed out in the following section with respect 
to GATT. 
y Despite the unconditionally multilateral spirit imbuing the original 
United States proposal, the Charter, as mentioned before, left intact 
the British Empire, the franc zone and other preferential blocs, and 
further respected border or sub-regional systems involving special 
tariff treatment of little practical significance which some of the 
Latin American republics excluded from the commitment on multilateralism 




of r a t i f i c a t i o n s required f o r i t t o be nut i n to e f f e c t and i n 19^1 the 
Governments of the United S t a t e s and of United Kin^om announced' that 
they did not intend to submit i t again to parl iamentary approval« 
I t s genera l p r i n c i p l e s , i n t e g r a t e d as f a r as t r a d e polic2 r i s concerned 
vât h the uncondi t ional app l i ca t ion of mo s tufavo t ired-nation t r ea tmen t , a re 
t h e fo l lowing; 
(1) That b a r r i e r s t o t r a d e , other than t a r i f f s , should be e l iminated 
or minimized; 
(2) Acceptance of customs unions and f r e e - t r a d e a reas t h a t a re 
subjec ted t o s p e c i f i c r e g u l a t i o n s ; 
(3) Non-discriiiiination in t r ade r e l a t i o n s between s t a t e s ; 
(4) That s t a t e - t r a d i n g opera t ions should be governed by the 
p r i n c i p l e s t h a t apply t o p r i v a t e t r a d e ; 
(5) That subsidies should not be used t o obtain more than a f a i r 
share of the world Market; 
(6) That i n t e r n a t i o n a l t r a d e should not be r e s t r a i n e d by publ ic 
or p r i v a t e monopolies or c a r t e l s ; 
(7) That inter-governmental agreements with respec t t o t r ade i n 
primary commodities should conform to e s t ab l i shed p r i n c i p l e s ; 5 / 
(8) That the maintenance of i n d u s t r i a l s t a b i l i t y and f a i r labour 
s tandards a re e s s e n t i a l t o the expansion of world t r a d e ; and 
(9) That i n t e r n a t i o n a l p r i v a t e investment, i f a f fo rded securitj*-, 
w i l l promote economic development, 
The p rov i s ions of chapter VII of the Charter r e l a t e t o the a f o r e -
mentioned I n t e r n a t i o n a l Trade Organizat ion, which ought t o occupy a 
prominent p lace among the United Nations spec i a l i s ed agencies . The purposes 
and ob jec t ives of t he Organizat ion, as se t cut in a r t i c l e 1, a re b r i e f l y 
a s fo l l ows : 
- To assure an increment i n t h e volume of r e a l income and e f f e c t i v e 
demand, t o increase the product ion, consumption and exchange of 
goods, and thus t o con t r ibu te to a balanced and expanding world 
economy; 
Chapter VI of the Charter inc ludes a d e f i n i t i o n of these commodities; 
ob j ec t i ve s of agreements; spec i a l s tud ies and meetings; minimum 
condi t ions governing commodity agreements; admin i s t ra t ion and dura t ion 
of agreements; se t t lement of d i spu te s ; r e l a t i o n s with other i n t e r -
governmental o rgan iza t ions , e t c 0 The provis ions contained in t h i s 
chapter have served as a b a s i s f o r the operat ion of United Mations 
study groups and fo r coimnodity agreements. 
/ - To f o s t e r 
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- To. f o s t e r and a s s i s t i n d u s t r i a l and general economic development, 
p a r t i c u l a r l y of those coun t r i e s which are s t i l l in the e a r l y , 
s t ages of i n d u s t r i a l development, and t o encourage the i n t e r n a t i o n a l 
flow of c a p i t a l fo r product ive investment; 
- To f u r t h e r the enjoyment by a l l coun t r i e s , on ec>ual terms, of 
access t o the markets , products and product ive f a c i l i t i e s which 
a re needed f o r t h e i r economic p r o s p e r i t y and development; : 
- To promote on a r e c i p r o c a l b a s i s t he reduct ion of t a r i f f s and 
o ther b a r r i e r s t o t r a d e and the e l imina t ion of discr iminatory, 
t rea tment i n i n t e r n a t i o n a l t r a d e ; 
- To enable c o u n t r i e s , by ' i nc r ea s ing the oppor tun i t i e s f o r . t h e i r 
t r a d e and econoiaic development, t o abs ta in from measures which 
would d i s rup t nor id t r a d e , reduce product ive employment o r 
r e t a r d economic p rogress ; . 
- To f a c i l i t a t e , through the promotion.of mutual understanding, 
consu l t a t ions and co-operat ion the so lu t ion of problems r e l a t i n g 
t o i n t e r n a t i o n a l t r a d e , employment, economic development, t r a d e 
p o l i c y and p r a c t i c e s , and primary commodities. 
I t s f u n c t i o n s , as def ined in a r t i c l e 72, Include the fo l lowing: 
(a) To c o l l e c t , analyse and publ i sh informat ion r e l a t i n g t o 
i n t e r n a t i o n a l t r ade and a l l o ther ma t t e r s connected therewi th ; 
(b) To encourage and f a c i l i t a t e consu l t a t ion among Members on a l l 
ques t ions r e l a t i n g t o the Char te r ; 
( c ) To undertake s tud ies and, having due regard t o the o b j e c t i v e s 
of t h i s Charter and the c o n s t i t u t i o n a l and . legal systems of 
Members,..make recommendations and promote b i l a t e r a l or 
m u l t i l a t e r a l agreements concerning measures designed 
( i ) To assure equ i tab le t reatment f o r fo r e ign n a t i o n a l s and 
e n t e r p r i s e s ; 
( i l ) To expand the volume and t o improve the bases of i n t e r n a t i o n a l 
t r a d e , inc luding measures designed t o f a c i l i t a t e commercial : 
a r b i t r a t i o n and the avoidance of doub le ' t axa t ion ; 
( i i i ) To make a study, on a r eg iona l or o ther b a s i s , of the 
Members' n a t u r a l resources and p o t e n t i a l i t i e s f o r i n d u s t r i a l 
and genera l economic development, and a s s i s t i n the 
formulat ion of p lans fo r such development; and t o f u r n i s h 
t e c h n i c a l a s s i s t a n c e fo r the f inanc ing and carry ing out 
of t h e i r programmes fo r economic development or r econs t ruc t ion ; 
( i v ) To promote the t e c h n i c a l t r a i n i n g t h a t i s necessary f o r 
progress ive i n d u s t r i a l and economic development; and 
(v) To achieve any of the remaining o b j e c t i v e s of the Charter , 
(d) In co l l abo ra t ion with the Economic and Socia l Council of the 
United Hâtions and o ther inter-governmental o rgan iza t ions , t o 
/under take s tud ies 
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undertake s t u d i e s on the r e l a t i o n s h i p between'world p r i c e s of ' 
> ; - p r i m i y commodities and manufactured p roduc t s , t o consider and, 
; where app rop r i a t e , t o recommend i n t e r n a t i o n a l agreements or o the r 
- measures designed t o reduce p rogress ive ly any unwarranted d i s p a r i t y 
i n those p r i c e s ; 
f * • 
(e) To f u r n i s h advice and a s s i s t a n c e to thè Members regarding the 
Char t e r , i t s ' s c o p e ' and. a p p l i c a t i o n ; and 
( f ) To co-opera te wi th t h e United Nations and o the r in ter -governmental 
organizat ipr is i h f u r t h e r i n g the achievemént of t h e i r economic and 
: s o c i a l o b j e c t i v e s and the maintenance or r e s t o r a t i o n of i n t e r n a t i o n a l 
• peace and security'* 
Ce RECENT GATT ACTIVITIES AND TRADE AMONG THE DEVELOPING COUNTRIES 
, The r e s u l t s of the b i l a t e r a l t a r i f f n e g o t i a t i o n s of unprecedented, scope 
and magnitude, which were held a t Geneva i n 1947 a t the time the Ha\rana;: 
"Charter was under cons ide ra t ion , were c i y s t a l l i z e d . i n t h e General Agreement 
on T a r i f f s and Trade (GATT)0 Apart from e s t a b l i s h i n g r egu la t i ons f o r 
nego t i a t i on machinery, . . this .Agreement a l so ru led "on .such ques t ions as t a r i f f s , 
i n t e r n a l t a x a t i o n , dumping and c o u n t e r v a i l i n g : d u t i e s , q u a n t i t a t i v e . 
r e s t r i c t i o n s , exchange arrangements, subs id i e s and S ta t e monopolies* These 
i n l e s were designed to. ensure enforcement of t h e ' t a r i f f reduct ions and were 
s imi l a r t o those l a i d down i n the Havana C h a r t e r ' 
GATT came i n t o being as a temporary inst rument on the understanding 
t h a t an i n t e r n a t i o n a l t rade , o rgan iza t ion would even tua l ly be c rea ted a s 
the Havana Char te r recommended3 But i n s t ead of., remaining a temporary and 
spec ia l i zed agency, i t has had to assume'permanent and autonomous f u n c t i o n s 
with r e s p e c t t o the major t r a d e -problems, * and t h i s exp la ins many of i t s 
shortcomings» Of t h e s e , the most s e r i o u s , from the s tandpoint of the 
developing c o u n t r i e s , i s t h a t a mechanism devised f o r t h e nego t i a t ion of 
t a r i f f r educ t ions a s the g r e a t . i n d u s t r i a l coun t r i e s understand the term, 
can n e i t h e r f u l f i l the a s p i r a t i o n s nor smooth out the nego t i a t i ng d i f f i c u l t i e s 
of the l e s s developed coun t r i e s e Attempts have been made tó remedy these 
d e f e c t s from 1954 onwards, bu.t have met vjxth l i t t l e success» 
Ninth sess ion 
During the n in th sess ion (October 1954 to.March 1955), some amendments 
of i n t e r e s t t o the developing coun t r i es were, approved, such.as . the one 
concerned wi th r e s t r i c t i o n s safeguarding- the balance of payments* This 
i s designed t o prevent the imposi t ion of r e s t r i c t i o n s t h a t ?re not wholly 




Ar t i c l e XVIII was modified with a view to pe rmi t t ing , i n c e r t a i n condi t ions , 
the app l ica t ion of p ro t ec t i ve measures conducive t o economic growth and 
the adoption of q u a n t i t a t i v e r e s t r i c t i o n s t o s t a b i l i z e the balance of 
payments and to keep reserves a t a high enough l e v e l t o a l l o w ' f o r the 
cont inuat ion of development programmes* As worded a t p r e s e n t , Ar t i c l e XVIII 
has not been invoked by any Lat in American country«.' This seems to j u s t i f y 
the charges which, by reason of i t s inopera t iveness , are l eve l l ed aga ins t 
the only GATT ru le conceived with the aim of promoting economic development» 
Some Lat in American coun t r i e s t r i e d unsuccess fu l ly to incorpora te i n t o 
GATT the p r i n c i p l e s embodied i n a r t i c l e 15 of the Havana Charter on the 
grant ing of new prefe rences t o developing count r ies belonging to reg iona l 
groupings \Ath a view t o promoting t h e i r economic growth by providing 
adequate markets f o r t h e i r products*, 
At the same sess ion severa l Lat in American delegat ions a l so proposed the 
inc lus ion i n GATT of the r egu la t ions on inter-governmental commodity agreements 
contained i n Chapter VI of the Havana Char te r , subjec t t o a few modif icat ions„ 
The proposal f a i l e d , whereupon a s p e c i f i c d r a f t agreement on the mat ter was 
prepared, which a l so f a i l e d t o win approval . 
However, approval was obtained on an agreement t o se t up the Organization 
f o r Trade Cooperation, the purpose of which was t o adminis ter the General 
Agreement and genera l ly f a c i l i t a t e i t s operat ion through inter-governmental 
•consul ta t ions on ques t ions r e l a t i n g t o i n t e r n a t i o n a l t r a d e ; sponsor t r ade 
n e g o t i a t i o n s ; study ques t ions of t r ade and t rade po l i cy ; c o l l e c t , analyze 
and publ ish information and s t a t i s t i c a l d a t a , e t c n The members of the 
Organization would be the cont rac t ing p a r t i e s t o GATT0 Provis ion was made 
f o r t he Organization t o be brought i n t o r e l a t i o n s h i p with the United Nations, 
as one of the spec ia l ized agencies r e f e r r e d t o in Ar t i c l e 57 of the United 
Nations Charter«, . The Agreement on the Organization f o r Trade Cooperation 
never came i n t o e f f e c t , f o r . l a c k of s u f f i c i e n t r a t i f i c a t i o n s » 
2» Trade in a g r i c u l t u r a l commodities 
In the absence of an i n t e r n a t i o n a l forum f o r d iscuss ing general t rade 
problems, GATT was compelled to examine the condi t ions created by the 
i nc reas ing d i seou i l ib r ium and inequ i ty of t r a d e . In November 1957 i t decided 
to request a panel of exper t s t o study i n t e r n a t i o n a l t r ade problems, 
with p a r t i c u l a r r e fe rence to medium-term prospec t s , and product ion, 
consumption and t r ade l e v e l s i n respec t of a g r i c u l t u r a l commodities i n 
every country,, The .panel, headed by Pro fesso r G o t t f r i e d Haber ler , 
ca r r i ed out t h i s t a s k i n February and August 195S, and came t o the 
fol lowing conclusions s 
/ ( a ) To 
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.(&) In order to be put i n t o p r a c t i c e , a l l ' the ' recoràaèndàtiçns r equ i re 
' t h e co-opera t ion of th.e i n d u s t r i a l coun t r i e s , which, w i l l r e a l i z e t h a t , over 
. t h e long t e rm r ' s uch co-opera t ion w i l l redound to t h e i r own b e n e f i t s ince 
they need cons t an t ly s t a n d i n g . m a r k e t s ; 
(b) The recommendations may be summed up as folloitfs: ( i ) expansion 
of;" economic a id ; ( i i ) adoption o f . a n t i - c y c l i c measures by each country; 
( i i i ) g r e a t e r i n t e r n a t i o n a l l i q u i d i t y ; ( i v ) c r ea t ion of b u f f e r ' s t o c k s j 
(v) r educ t ion of revenue d u t i e s on t r o p i c a l products; (vl) reduct ion of . . 
a g r i c u l t u r a l protect ionism i n Europe and North America; ( v i l ) replacement 
of p r i c e supports f o r a g r i c u l t u r a l product ion by de f i c i ency payments; 
( v i i i ) l e s s p ro t ec t i on f o r minerals;. , and ( i x ) the avoidance of t rade« 
d i v e r t i n g measures i n r eg iona l groupings such as EEC; 
(c) The r u l e s and conventions, applied i n i n t e r n a t i o n a l t r ade show 
a lack of balance t h a t m i l i t a t e s aga ins t the i n t e r e s t s of t h e developing 
coun t r i e s , s ince t hey f a i l to prevent or l i m i t t h e app l i ca t ion of r e s t r i c -
t i o n s to those c o u n t r i e s 1 t r a d e , o r the promotion of anti-economic produc-
t i o n on the p a r t of the i n d u s t r i a l coun t r i es ; . 
• (d). The problems confront ing the developing count r i es would j u s t i f y 
the use of more con t ro l s t h e r e • than, i n ' t h e h i g h l y - i n d u s t r i a l i z e d countries® 
However, production subs id ies a ré app l ied more 'eas i ly by wealthy coun t r i e s 
i n support of t h e i r agr icu l ture- and minin'g than by t h e poor countr ies , in. 
favour of t h e i r i n d u s t r y , which means t h a t ,a genera l po l i c y of allowing • 
product ion subs id ies would c o n s t i t u t e an advantage -for the- highly-*, 
i n d u s t r i a l i z e d countries® 
3 P r o g r a m m e f o r t h e Expansion of I n t e r n a t i o n a l Trade . 
At t h e Meeting of r î&nis ter^ . i n November 1958 GATT adopted a Programme 
f o r the Expansion pf I n t é r n a t i o n a í t r ade :and placed the r e s p o n s i b i l i t y f o r 
t h e a r r a n g e a n t s i i i t h e hands of ..three committees* The f i r s t organised a 
new s e r i e s qf nego t i a t i ons on. t a r i f f réductions ' , which' culminated i n the 
Geneva Tar i f f Conference of Í960~ól» The second committee was rêouested 
t o study a g r i c u l t u r a l t r ade v i t h p a r t i c u l a r r e fe rence t o n o n - t a r i f f 
p r o t e c t i v e measures and t h e i r e f f e c t s on i n t e r n a t i o n a l t r a d e . The t h i r d 
committee was givèn t h e t a s k of studying o ther measures of t r a d e promo-
t ion^ with due regard t o the need f o r maintaining or inc reas ing t h e export 
earnings of the less advanced c o u n t r i e s . ' 
• Meëting of Minis ters i n 1961 
At the reques t of the developing countries^ and recogniz ing t h a t 
the e f f o r t s made by GATT had f a i l e d to achieve s i g n i f i c a n t r e s u l t s , the 
1961 Meeting of Minis te rs adopted, i n t e r al ia , , t h e fo l lowing conclusions: 
( a ) Ta r i f f b a r r i e r s : i n view of the l e s s advanced s'oabe of develop-
ment reached by c e r t a i n coun t r i e s , a more f l e x i b l e a t t i t u d e should be taken 
with respec t t o the degree of r ec ip roc i t y to be expected from them; 
/ ( b ) Trade 
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(b) Trade i n . a g r i c u l t u r a l comodi t le . s : t he establ ishment of bases 
was recommended f o r t he n e g o t i a t i o n of s p e c i f i c measures t o f a c i l i t a t e the 
access of such commodities t o world markets , and deep concern was expressed 
about t he degree and ex ten t of a g r i c u l t u r a l protec t ionism and i t s e f f e c t on 
world t rade» A group was s e t up t o s tudy t h e quest ion of ce r ea l s (followed 
by another group on meat); 
( c ) Obstacles^ t o the t ^ of b l e s s developed count r ies % a d e c l a r a t i o n 
on promotion of the t r ade of l e s s developed coun t r i e s was adopted^ This . 
recommends to t he Governments of t h e Contract ing P a r t i e s t h a t they should 
remove q u a n t i t a t i v e r e s t r i c t i o n s , lower t a r i f f s and reduce or abol i sh 
revenue du t i e s a f f e c t i n g t h e exports of developing coun t r i e s , l e s sen or 
e l iminate t he p re fe rences b e n e f i t i n g ce r t a in developing count r ies t o the 
detriment of o t h e r s ; l i m i t t he use of production and export subsid3.es l i a b l e 
to cramp the t r a d e p o s s i b i l i t i e s of the l e s s developed coun t r i e s ; and, 
l a s t l y , sys temat ize t he d i sposa l of a g r i c u l t u r a l surp luses i n t he l i g h t of 
the gu ide l ines l a i d down by GATT on 4 March 1955 and FAO3 o P r inc ip le s of 
Surplus Disposal , 
So Programme of Action 
Never theless , the progress made s ince the Meeting of Minis te rs i n 
1961 has not l i v e d up t o the expecta t ions of the developing count r ies 
which, i n May 1963* suggested a Programme of Action t h a t was approved 
by the Contract ing P a r t i e s but on which the SEC count r ies and the 
assoc ia ted t e r r i t o r i e s of Af r i ca and Madagascar r e f r a i n e d from votings 
I t s ba s i c po in ts a re as fo l lows: 
( i ) No new t a r i f f or n o n - t a r i f f b a r r i e r s s h a l l be s e t up t o t r ade 
with t he l e s s developed coun t r i e s ; 
( i i ) The q u a n t i t a t i v e r e s t r i c t i o n s on t r ade among developing count r ies 
s h a l l be el iminated wi th in a year« I f spec i a l problems make t h i s 
imposs ible , consu l ta t ions should be held with, t he developing 
count r ies concerned, but t he r e s t r i c t i o n s are i n any case to be 
e l iminated by 31 December 1965J 
( i i i ) The a b o l i t i o n of import du t i e s on t r o p i c a l products as of 
31 December 1963; 
( i v ) The developed count r ies s h a l l e l iminate t he du t i e s on primary 
commodities of importance t o t he t r a d e cf the developing 
coun t r i e s ; 
(v) The i n d u s t r i a l i z e d count r ies s h a l l draw up, as soon as poss ib l e , 
a plan f o r t he reduct ion and e l iminat ion of t a r i f f b a r r i e r s t o 
the expor ta t ion of processed and semi-processed products from 
developing countries*. providing f o r a cut of a t l e a s t 50 per 
cent i n present du t i e s during the next t h ree yea r s ; 
(vi) The i n d u s t r i a l i z e d coun t r i e s s h a l l undertake to e f f e c t progress ive 
reduct ions i n t h e i r i n t e r n a l charges and revenue du t i e s with a 
view to abol i sh ing them by 31 December 1965* 
/The l a s t 
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The l a s t two poihis oh the PHgrattme of Action re fer to the procedures 
fotf repotting oil the prdgi*ess of the measures proposed and to other ways and 
me&IS of f a c i l i t a t i n g the d i v e r s i f i c a t i o n of the l e s s developed coonomies, 
strengthening t h e i r export capacity and increasing the ir foreign exchange 
income* 
6 . Working party to study amendments to GATT 
The meeting i n May 1963 also decided to form a working party to study 
poss ib le modifications i n the present GATT t e x t . I t has already considered 
amendments re lat ing to : 
(a) An expansion i n the foreign trade p o s s i b i l i t i e s and income of 
the developing countries, as well as the d ivers i f i ca t ion of the i r economies 
and other measures for promoting the ir development; 
(b) A modification of the most favoured-nation clause for the 
purpose of making new preferent ia l arrangements in favour of the l e s s 
develo ped countri es ; 
(c) Anti-dumping and countervailing duties« When the exports of 
the l e s s developed countries are subsidized, the industr ia l ized countries 
w i l l not impose countervailing duties; 
(d) Government aid for economic development. Provisions would be 
included on loans from the industr ia l i zed countries on favourable terns; 
and, 
(e) The incorporation of the points contained i n the Programme of 
Action i n the Agreement, 
7. Work of the Committees and Groups 
Committees I I and I I I have presented reports that are extremely 
useful for the evaluation of current trade pol icy problems. Special 
Groups have been se t up independently of the Committees to study the 
problems that ar i se in the cereal and meat trade and i t i s planned to 
form another on dairy products. With the aid of the countries most 
concerned, these Groups review and discuss the implications and e f f e c t s 
of the p o l i c i e s in force , as well as the immediate prospects of opening 
negot iat ions• 
8 . Kennedy Round 
The Trade Expansion Act of 1962, which empowers the President of 
the United States to negot iate l inear t a r i f f reductions on a l l products 
or large groups of products, o f f e r s the p o s s i b i l i t y that substantial 
reductions i n prevail ing t a r i f f s v a i l be agreed upon during the Kennedy 
Round, which i s to begin at Geneva i n May 1964, and that , as a resu l t , 




The Contracting Parties t o GATT are preparing to make use of the negotiator^ 
f a c i l i t i e s o f fered by the United States pos i t ion , and the Trade Negotiations 
Committee (with the aid of the Special Groups): i s drawing up the pertinent 
plan. However, i t i s s t i l l too early t o determine the inf luence of these 
negotiat ions on the t rad i t iona l exports o f . t h e developing countries ar the 
manufactured goods that they may s e l l i n future . As one of the principal 
negotiators, the United States considers that spec ia l attention should be 
paid to the particular needs and condition?., of the developing countries, 
but the form ult imately taken by the negotiat ions and the ir e f f e c t on the 
developing part of the world depend on a number of fac t s and viewpoints 
i n which Latin America w i l l have l i t t l e d irect say. 
This i s a l l the more true i n that the principal temperate-zone 
products are excluded i n practice from the system of l inear reductions, 
s ince in t h e i r case specia l bases including t a r i f f aspects w i l l be 




D. OTHER BJTEffiJATIONAL IDEAS 
Some i d e a s have been put forward r e c e n t l y , mainly wi th in tha sphere 
of EEC, on t h e t r a d e problems of the developing c o u n t r i e s and p o s s i b l e 
ways of so lv ing them. While some are' ho t o f f i c i a l p l a n s , they have been 
'proposed by h igh- ranking members of Government i n the EEC coun t r i e s o r by 
economists of i n t e r n a t i o n a l s tanding and have been widely accepted . They 
should t h e r e f o r e bo borne i n mind i n t h i s c h a p t e r y and a rc accordingly s e t 
f o r t h below, with some b r i e f comments appended. 
They are known r e s p e c t i v e l y a s the Pisani-Baumgartner .plan, t he Erasseur 
p roposa l s and t h e Mansholt I l a n . In a d d i t i o n , o u t s i d e the province of EEC 
but s t i l l i n Europe, t h e r e i s t h e plan p repared .by Mr. i io r ro* Uri, under t h e 
ausp ices of t h e A t l a n t i c I n s t i t u t e , and the United Kingdom proposa ls f o r t he 
r e o r g a n i z a t i o n of t h e i r a g r i c u l t u r a l commodity market . These p l ans a r e 
e loquent tes t imony t o the i n t e r e s t taken by Europe i n t h e export problems 
of t he developing c o u n t r i e s . 
1 . The P isan i -Baun^ar tner Plan 
This may be descr ibed a s an 'attempt t o organize the p r i o r y commodity 
market on a world s c a l e , by means of a system of p r i c e suppor ts based on 
t h e p r e v a i l i n g l e v e l i n the higher-income c o u n t r i e s , p roduc t ion c o n t r o l s 
and s t r i c t r u l e s f o r market d i s t r i b u t i o n . The p lan iras f i r s t proposed a t 
t h e GATT Meeting of M i n i s t e r s i n 1961 by I á \ W i l f r i d Baumgartner, the 
M i n i s t e r f o r Economic and F i n a n c i a l A f f a i r s of France , and subsequent ly 
completed by Mr. P i s a n i , ' t h e French M i n i s t e r • f o r A g r i c u l t u r e . 
The. P lan beg ins by assuming "that the r u l e s of f r e e compet i t ion a r e 
not a p p l i c a b l e t o a g r i c u l t u r a l commodities, s ince t he u n r e s t r i c t e d p l ay 
of such f o r c e s would b r ing p r i c e s "down. Although EEC's common a g r i c u l t u r a l 
po l icy , i s in tended t p prevent them from f a l l i n g and thus t o assure fa rmers 
of an adequate incoue , the aim should be t o r a i s e normal world i iarket 
p r i c e s t o the l e v e l s p r e v a i l i n g in the higher-income c o u n t r i e s . 
This could be accomplished through a genera l agreement on* t h e p a r t 
of a l l the producer c o u n t r i e s t o base p r i c e s on those p r e v a i l i n g i n t h e 
more a f f l u e n t c o u n t r i e s , and an e f f e c t i v e system f o r p reven t ing over -
p roduc t ion . The c u r r e n t " f r e e " p r i c e on the 'wor ld market would t hus be ' 
r ep l aced by a s ing le c o n t r o l l e d p r i c e comparable t o t h a t pa id f o r domestic 
p roduc t ion i n the major impor te r a r e a . I f the c o u n t r i e s acceding to the 
g e n e r a l agreement were t o t ake p a i n s t o see t h a t each coynmodity was t r aded 
i n t e r n a t i o n a l l y a t the agreed p r i c e t h e r e would be no f u r t h e r need f o r 
s u b s i d i e s . 
It would of course be necessary f o r exporters t o agree on the amount 
t h a t each one would s e l l on t h e world market so "as t o keep the supply i n 
l i n e with demand. Any su rp lu se s could be used f o r s p e c i a l t r a n s a c t i o n s , 




Thus broadly ou t l i ned , t he Plan ev iden t ly dea ls with i s sues t h a t a re 
fundamental t o the developing coun t r i e s , which are l a r g e l y dependent on 
t h e i r a g r i c u l t u r a l commodities: ^ 
( i ) Size ol commercial markets : As high p r i c e s a re expected t o 
p e r s i s t i n the economically l e s s e f f i c i e n t producer coun t r i es 
( e . g . those in EEC, and the United Kingdom), the l e v e l of 
production w i l l obviously be maintained or r i s e even h igher . 
Demand has l i t t l e e l a s t i c i t y a t i t s present l e v e l , so i t nay 
be assumed, on thé b a s i s of the present s i t u a t i o n , t h a t t he re 
w i l l be v i r t u a l l y no commercial markets a v a i l a b l e i:i f u t u r e . 
( i i ) Avocation of^hares^to the e:cporter c o i ^ j i e s : I f t h i s 1 rere 
done on the b a s i s of the e x i s t i n g s i t u a t i o n , t he re would be 
scant p o s s i b i l i t y of expanding the share of t he developing 
coun t r i e s , whose exports have been ousted by the subs id ised 
exports of the developed coun t r i e s . Consequently, the chances 
of acqui r ing a bigger share of t he market would be p r a c t i c a l l y 
non -ex i s t en t . 
( i i i ) Preserva t ion of p r o t e c t i o n i s t and development p o l i c i e s a t a l l 
c o s t s : Agreements of the kind embodied by the Pisani-Jaum^artner 
Plan vrould mean, i n p r a c t i c e , i n t e r n a t i o n a l acceptance of 
p r e c i s e l y those p o l i c i e s t h a t have most profoundly a f f e c t e d 
t r a d e in a g r i c u l t u r a l commodities. 
2 . The brasseur proposals 
At the GATT meeting i n May 1963,Mr. Maurice Brasseur,Belgian Minister 
f o r Foreign Trade and Technical Ass is tance , made a s e r i e s of proposals 
c l o se ly concerned with the i n d u s t r i a l development of the l e s s advanced 
c o u n t r i e s . The p l an i s , i n s h o r t , t o e s t a b l i s h i n d u s t r i e s i n t h e l e s s 
advanced coun t r i e s , with the backing and p a r t i c i p a t i o n of those t h a t a re 
more advanced. Such i n d u s t r i e s would take an ac t i ve p a r t in i n t e r n a t i o n a l 
t r a d e , and the development of each one would be assured in such a way as 
t o equip them t o wi ths tand fore ign competi t ion. P r e f e r e n t i a l treatment" 
vrould be granted t o them on a temporary and dec l in ing s ca l e . They would 
t h u s be given an i n i t i a l impulse by being allowed t u enter the markets of 
t h e i n d u s t r i a l i z e d coun t r i e s . The sponsoring coun t r i e s , f o r t h e i r p a r t , 
would have a say in the s e l e c t i o n and f inancing of the respec t ive p ro jec t s . . 
Two main types of i n d u s t r i e s would be a s s i s t e d : (a) those whose 
cost p r i c e s a re too high t o enable t h e i r products t o enter t h e i n d u s t r i a l i z e d 
markets without s p e c i a l f a c i l i t i e s ; (b) those t h a t would be highly 
competi t ive from the o u t s e t . The f i r s t group would need constant help u n t i l 
t h e y adapted themselves t o the condit ions of i n t e r n a t i o n a l competition," 
while the second group would a].so be given access t o t he i n d u s t r i a l i z e d 
markets , but with t he r e q u i s i t e safeguards t o prevent se r ious damage from 




The* proposals made by lh\ Brasseur would be put into effect in the 
following nay: 
1, Acting singly or as part of a regional grouping, the 
? developing countries would indicate "the local industries 
that need assistance, that is, the types of production 
* which should be given preferential import treatment by 
the more developed countries. 
2. Each case would be reviewed by a joint committee composed 
of an equal number "of representatives from the exporter 
and importer countries concerned.' On the lines of the 
committee'1 s conclusions, the importer countries would then 
\ grant selective tariff reductions fa\rourin̂  the sale of the 
relevant products oh their markets. Although such concessions 
would not be reciprocal, their long-terra effectiveness should 
be watched over "by mutual agreement. The beneficiary industries 
to be created or promoted in the less developed countries 
should.be fitted to compete eventually on a normal footing in 
the world markets, and should be established on a basis that * 
is economically, technically and socially sound. The protection 
that they would enjoy in their home market would have to be 
substantial and even absolute at the beginning, but -would there-
after gradually decrease until, while still keeping a reasonable 
margin of safety, they would be exposed to-the full force of • 
foreign competition if they failed to maintain a high level of 
pro duct ivity. 
• • 3«' Preferential treatment for the output of the selected industries 
' would take different forms• it might consist in the partial or 
total suspension of duties; lower duties up to a given volume 
of imports (tariff quotas); supplementary non-tariff devices, 
etc. To achieve their aim, the preferential iieasures should be 
temporary and scaled -downwards. In other words they should be 
applied only until the beneficiary industry had consolidated 
. its position on the world market, and should be progressively 
reduced as it gained strength". 
The importer countries granting the preferences should be in a 
position to- safeguard their industrial structure against the market 
slumps that might- be produced by the purchase of goods at abnormally low 
prices. As it is out of .the question to close the market to such goods-, 
"these contradictory requirements must be reconciled. It will no doubt 
be possible to do so as market' disruptions are usually short-lived. 
j/ One,-way would be to establish a joint system of compensatory rates 
to cover part of the difference between the normal market price for ̂ oods 
and the exceptionally low price at which they are supplied by the 
developing countries. The compensatory rate would be applied either when 





The rate would be fixed by specialized joint committees similar to 
those envisaged in (b), which would modify it periodically in accordance 
with the evolution of the particular market. The modifications should be 
flexible and be made in the light of the ultimate objective - that of 
normalizing and expanding the markets. 
The revenue from the compensatory tax would not accrue to the benefit 
if the importer country but would be added to a fund for the development 
needs of the exporter countries concerned and would be used by common 
agreement. 
This plan, which has been widely publicized, reflects the developing 
countries* hopes of receiving preferential treatment for their manufactured 
goods in order to obtain a foothold in the industrialized markets. Such 
preferences are necessary in the majority of cases, but the fact that only 
a certain number of industries mil be selected limits the scope of the 
system considerably. What the developing countries need is the certainty 
that their over-all industrialization effort, if properly designed for 
export purposes, will meet with a favourable reception in the industrialized 
markets. Given this assurance, they can embark upon the extensive process 
of reconstructing their foreign trade, but for them to be able to do so, 
it is essential that industrial exports should have the widest possible 
market. And this primordial requisite vail not be satisfied by the 
concession of preferences to a few select industries. 
Another source of concern is the opportunity which the method of 
selection suggested by Mr. Brasseur v/ould give to the developed countries 
to chart the course of industrialization to be followed by those that are 
less advanced. It is feared in fact that the eventual part to be played 
by the industrialized countries in decisions of supreme importance for 
the developing countries may lead to the exercise of undue influence, 
disputes and suspicion. 
3. The Mansholt Plan 
On 5 November 1963, the Economic Commission of the EEC, on the initiative 
of Mr. Sicco Mansholt, its Vice Chriraian, submitted a set of proposals 
designed to accelerate the equalization of cereal prices in the Community. 
According to these, domestic prices for cereals, which are being fixed 
individually by the EEC member countries and mil eventually converge in 1970, 
would be equalized once and for all on 1 July 1964» For instance, the price 
of vjheat would be set at a point midway between the French and German levels, 
which involves raising the former 17 per cent and lowering the latter 11 per 
cent. High prices would be maintained for feed crops on the assumption that 
they would continue to be in great demand on the Common Market. 
The impact of price equalization in certain countries would be off-
set by (a) compensatory payments on a decreasing scale during a limited 
period to the agricultural sector of the countries where the price is 
lowered (e.g., Federal Republic of Germany); and (b) consumption subsidies, 
also on a declining scale, to the agricultural sector of the countries 




Another question dealt xvith by the Mrnsholt Plan is the organization 
of world agricultural production. Its main aim, at least In principle, is' 
to stabilize agricultural protection at its present levels in each country. 
Any change would have to be decided by international agreement every three 
years. Should one country raise its domestic prices beyond the limits set by 
the agreements, it would have to offer some compensation to the others. 
The Parliament of the Community considered the Coiisnission1 s pro-
posals based on the Mansholt Plan at its session on 27 November 1963 and 
resolved, in principle, to endorse the introduction of a comnon price and 
the abolition of countervailing duties in ihter-Community cereal trade-. 
It recommended, however, that an evaluation should first be made of 
possible financial, social and trade policy repercussions.6/ On the sane 
occasion, it pointed put that the negotiations of the Si;: within GATT 
during the Kennedy Hound would be valid, only if agreeuent had previously 
been reached on a ¡joint over—all agricultural policy and a concomitant 
price policy. ESC could not enter into any commitments until it had, 
received proper assurances particularly tdth respect to the organiza- • 
tion of the world markets and the ensuing effects on their stability. 
It is too soon to express an opinion on a programme which is being 
discussed and analysed at the present time by the Conmunity. -out a few-
comments at this-juncture are permissible: 
(a) If the connon price is not fixed at the level,of the less 
efficient agricultural economies, It may lead to the 
beginning of rationalization in the Commvnii'ty. through the 
gradual elimination of marginal farming; 
(b) As the price is likely to be fixed at a higher level than t 
in the lower cost countries, such as France, an extra 
incentive should be offered to production there; 
(c) It cannot be determined whether the effects of-(a) and (b) 
will be to increase or to decrease the volume of cereals in 
. the Community, but in any case some compensatory redistribution 
is to be expected; 
(d) It Is to be inferred from this' that, even if production is 
rationalized within the Comuiiity, it is doubtful whether the 
external repercussions of Its agricultural policy would be 
very different as a result of the establishment x)i a common 
price level; 




(e) The adoption of a common agricultural policy would give the 
Community a unified standpoint with which to embark upon the 
Kennedy Round, but the results of its negotiations with the 
United States on the organization of world markets are un-
foreseeable. 
The economic programme of the Atlantic Institute 
A study by Pierre Uri dealing with various aspects of world 
economic policy "2/ has been issued under the auspices of the j*tl:\ntic 
Institute. It takes a fresh standpoint on the questions of surplus 
disposal policy cud assistance to the developing countries whicft are 
of vital concern in connexion with tho problem of international 
markets for agricultural commodities. The-programme of the • 
Institute, which has aroused world-wide interest, is based on the fact 
that United States exports of surpluses in the form of free or quasi-
free gifts alone amount in value to 2,000 million dollars, ..nd that the 
tempo of production and consumption in Europe is bound to result in further 
surpluses. At the same time, the world's retirements oi cereals, fats 
and proteins that remain unsatisfied amount to some 5,000 or 6,000 million 
dollars annually. 
The author claims that assistance in kind is instrumental in destroying 
the market. It is more apt to aid the producers of the surpluses than the 
recipients, since, through price relations and production incentives, it 
tends to preserve the rigidity that makes it impossible to carry out the 
necessary reorientation. Such donations are also liable to discourage 
local production in the beneficiary areas. Moreover, the fact that the 
agricultural policy of the major centres is developed and consolidated by 
favouring domestic production through constant price rises while pushing 
down world market prices is steadily widening the gap between one side and 
the other. 
This situation calls for drastic remedies. For Mr. Uri one way would 
be to change the oases on which the.major centres currently pursue their 
policy of food donations and domestic production subsidies. The first 
objective should be to stabilize, with the aid of the developed countries, 
the insolvent markets constituted by nearly ail the countries with a food 
deficit. Instead of donations in kind, the developing countries should be 
given cash which would have to be spent on the purchase of foodstuffs. 
Thus the beneficiary countries'would gradually van back their freedom of 
choice as regards the nature and origin of the products. Demand, would 
again guide production instead of being led by it as at present. 
The present system of financing by means of subsidies is apt to 
start a considerable movement on the same lines. Europe and the United 
States together pay out 7*000 million dollars annually for agricultural 




subsidies, price supports and surplus liquidation. Uith iood donations 
discounted they, spend less than 4,000 million dollars a year in helping 
the developing countries. If they were to transfer, for the purpose of 
lending assistance in cash, an increasing proportion of the 7,000 million 
dollars that are yearly assigned to their agricultural sector, the ex-
pansion in solvent demand would raise world prices and the income accruing 
to farmers would be self-sustaining. 
Mr. Uri's view of the problem therefore calls for a reorganization 
of the world market on the basis of the solvent demand generated by 
the aid given in cash to the countries that now subsidize their agricultural 
production. But he omits to explain how the domestic agricultural 
production of the industrialized countries would develop thereafter, or 
xfhether the new conditions would really lead to a relaxation in their 
protectionist policy. Another question to be. answered is whether the 
countries with small surpluses or none at all would be Trilling to allocate 
part of the sums they currently invest in their oi-.n agricultural production 
for the creation of a market.-which is ox no.particular concern to them and 
in which they will never be able to .compete with' the low-cost countries. 
The programme of the Institute also deals with direct' assistance for 
development purposes, which it links up, through stabilization formulas, 
xtfith the balances of payments of the developing countries x/hich export 
tropical products and raw materials, that are' subject to violent price 
fluctuations or to structural, deteriorations. - The essence of these 
formulas is that the developed countries should contribute to a fund in 
direct ratio to their national product and per capita riatlonai income, a 
system ifhich has already been advocated in the plah of the Development 
Insurance Fund. As regards the distribution of the assistance, it would 
be wise to graduate it in accordance with the evolution of the recipient 
country's terms of trade. It is of course extremely'difficult to make 
specific suggestions in this field that could feasibly be put into practice* -
in the near future. 
5. The United Kingdom proposals to limit subsidized domestic 
production and'to re.mlate imports of grains and: other 
• agricultural commodities 
The United Kingdom has recently informed the,principal exporter countries 
of its intention to make some changes in its agricultural policy and 
system of importing grain' and other commodities. These raodifications-,. 
which the United Kingdom authorities would like to negotiate on a bilateral 
basis, would take effect"on 1 July 1964, and are as follows: B/ 
(a) The levying of quantitative restrictions on domestic production 
• helped by price supports. Amounts produced in excess of the 





limits would have to be sold at market prices. The United 
Kingdom everts hope in this way to discourage marginal 
production; 
(b) The fixing of a minimum price for imports which exporters 
itfould undertake to observe. This price is the subject of bi-
lateral talks between the United Kingdom authorities and a 
number of exporter countries. 
In the case of wheat, for instance, the United Kingdom favours a 
price that is slightly above the minimum established by the relevant 
international agreement. Special measures, would be taken to adjust the 
price of the exporter countries that remain outside the system and sell 
their produce at 1OX-J prices, probably variable countervailing charges of 
the same kind as the EEC variable levies. 
The United Kingdom is of the opinion that this system would improve 
world market prices and pave the way for international commodity agree-
ments, Official consultations have begun with most of the grain exporting 
countries, as well as with the Netherlands on pork meat and dairy products. 
This initiative has two main objectives: to lessen the fiscal 
burden of price supports and to rationalize production. The first would 
be achieved by limiting compensatory production and narrowing the margin 
of difference between high domestic prices and import prices which would 
thus be virtually forced up, -
Another implicit aim would be the creation of a favourable climate 
in the United Kingdom for a further approximation to the measures that 
are applied to agriculture in EEC, should the moment come to renew its 
attempt to join the European Common Market, 
As a transitional stage between current protectionism and an open 
market system, the substantive aims of the United Kingdom project seem to 
be reasonable. But as the scheme would be administered by'the United 
Kingdom, no opinion can be formed as to its effects without some knowledge 
of the specific limits set for domestic production enjoying price supports 
and of the prices established-for imports. Unilateral administration of 
both aspects involves a xisk, in that very high limits might be set for the 
production enjoying price supports and for marginal production as well. 
Unsatisfactory prices might also be established for imports. Jg/ 
France has pointed out that the United Kingdom1s proposal to set 
the price of wheat a little higher than the floor price specified 
in the pertinent international agreement is unrealistic. In fact, 




E, THE OVKR-ALL ROIL OF THE UIOTLD NATIONS US-^-VIS THE • 
TRADE ¿ROBLEMS IN THE DEVELOPING COUNTRIES -. • ; 
The United Nations has always taken an active part both. in".the study of 
basic trade and development problems and in many of the attempts to solve-: < 
them. . ; . * ' - ; 
The efforts of the United Nations" agencies arid secretariat have: 
culminated in convening the Conference on-Trade and Development and its 
preparatory meetings. They have long/been engaged.in examining the -, 
situation of the world.-economy and1 that of the various regions; based 
specifically on studies by the regional commissions, and have insistently 
draw:i attention to the crucial efiect of foreign-trade on development.. . 
The Conference at Geneva provide's an exceptional opportunity to set out, 
both specifically and-within a world context, the•probiens and prospects-
which to a large. ê rtent have been identified and analysed by the 
United Nations" agencies concerned. 
In addition.to. a general analysis,' these..agencies have taken, part 
also, in the'Specific-study" of the'position with regard to the main 
primary commodities and have sponsored several of the initiatives and 
achievements in respect of commodity agreements, : 
Since the establishment oT the interim Co-ordinating Committee.for 
International Commodity Arrangements in 1947, the Economic and Social 
Council, in'1953, set-up the'Permanent Advisory Commission on International 
Commodity Trade, which the following year became the Commission oh Inter-
national Commoditjr Trade...; Study groups operate under the supervision of 
the Interim Co-ordinating ^Committee for International Commodity .arrangements 
and, while gt the same time representing, "jthe preparatory-stage oï inter-,. 
national agreements, fulfil a-permanent rôle for purposes -of in ter -
governmental _ action, .^n/ Each individual >roup i s composed of' r 
representatiyès of countries substantially interested in the production, • 
consumption or exchange of a specific primary commodity. It- investigates 
all these aspects and reports to the Lember Government's. 
At the present tijï\e study groups are in operation for ôaçao, coffee, 
cotton, lead and zinc, rubber and wool.' The existence of an International . 
Coffee Agreement" and its-appropriate council may put an"end to the group 
for this commodity. - * v> 
Any action by the commissions and groups has in every case been 
subject to prior international commodity agreements referred to elsewhere-
in this document,' which, cover -thé"'" following items: wheat, sugar, coffee 
and tin* An international agreement on o l ive o i l has a l so been concluded 
to which no American country i s a party. . . ^ . 




F. VALIDTTT AND EFFECTIVENESS OF THE RULES IN FORCE 
The brief des®ripti©n of the major international efforts and 
ideas for improving the conditions under which the developing countries1 
export trade must develop should be completed with some more detailed 
considerations concerning the shortcomings of the general regulations 
now in force for International trade. Such provisions endeavour 
to create special new conditions, but in .general are far from beginning 
to function effectively, or else they do not take into account the situation 
and needs of the Latin American countries. 
Until such time as the necessary changes are effected, the developing 
countries will have to follow a realistic policy developing along parallel 
lines designed to obtain, on the one hand, the establishment of a suitable 
institutions! framework for their particular needs within which the basic 
rules will be duly complied with, and, on the other hand, the enforcement 
of measures designed to mitigate or counteract the serious repercussions 
of the existing circumstances surrounding the world trade policy on 
their own economies. 
The most important regulations in force that should be considered 
from this angle are GATTJs, since they embrace about 80 per cent of 
world trade. Are they the most appropriate ? Do they assure attainment 
of the goals which the developing countries have set themselves ? 
It must be recognized that in the last fifteen years GATT has 
made a useful contribution towards preserving some order in world trade. 
The maintenance of a considerable degree of tariff stability, the various 
negotiations on tariff reductions - which have taken place mainly between 
developed countries - and the progress achieved in eliminating quantitative 
restrictions on industrial products have favoured the expansion of trade 
and have also yielded some benefits to the developing countries. The 
rule concerning the multilateral nature of trade treatment through the 
general application of the most-favoured-na.tion clause represented a 
contribution by GATT to the smooth flow of international trade. These 
achievements have been possible partly because each Contracting State 
was aware that the limitations upon its freedom of action would have 
their counterpart in limitations on the others. Moreover, by the 
granting of waivers from the generally applicable obligations, these 
limitations were made more bearable for individual countries. In 
addition, the -special needs of the developing countries regarding the 
regulation of their imports were to some extent met when the GATT rules 
were partially revised in 1955. 
The achievements of GATT cannot, however, hide the uselessness of 
its efforts to maintain the developing countries1 traditional exports at 
certain levels and stimulate them in the best possible way for achieving 
progress. Rules which are very important to the developing countries 
have not been observed by major countries, and many of the rules them-





The failure to observe existing rules has been particularly evident 
in relation to agricultural commodities. GATT has thus been largely 
ineffective in checking the protectionist trend and the tendency to 
exclude imports which are manifest in most of the industrialized countries. 
While GATT rules were devised to apply in a practically identical manner 
to both industrial and agricultural products, their impact on the latter 
is being greatly reduced by the granting of extensive waivers to several 
countries, by a shift from one method of protection to another and by 
the non-observance in practice of the prescriptions. Committee II.of 
GATT came to a similar conclusion when it stated 11J that the extensive 
use of non-tariff restraints for agricultural protection "impaired or 
nullified tariff concessions or other benefits which agricultural 
exporting countries expect to receive from the General Agreement, and 
weakened or threatened to weaken the operation of the General Agreement 
as.an instrument for the' promotion of mutually advantageous trade"» In 
spite of the frequency of the discussions on agricultural products in 
GATT, very few rules are applied with respect to them» As already pointed out 
in 195S In the Haberler Report on' Trends in International Trade» the countries 
affected "can legitimately claim that they are not getting the treatment 
for which they bargained when they first became contracting parties to 
GATT". 
Equally serious is the problem posed by the trend toward 
regional groupings. Initially, GATT had established general 
unconditional most-favoured-nation treatment, with two exceptions which 
were narrowly circumscribed: preferences existing then were tolerated, 
but new deviations from most-favoured-nation treatment were accepted 
only as part of "a plan and schedule" for the formation of a customs 
union or free-trade area "within a reasonable length of time". The 
remaining trade between the constituent territories would be freed, and 
the barriers in respect of third countries should not, on the whole, be 
"higher or more restrictive than the general incidence" 12/ of the 
barriers existing prior to the formation of the regional grouping. These 
were deliberately strict conditions designed to prevent deviation from 
GATTfs fundamental most-favoured-nation principle, but it can hardly be 
said that, the countries composing the European Economic Community are 
strictly obeying them. 
11/ Third Report of Committee II, 15 November 1961. 
12/ GATT, volume I (revised edition), Article XXIV, 5 (a). 
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In the first place, everything points to the fact that the :general 
incidence of the barriers in the trade of third countries, as it will 
. remain in the EEC common external tariff, will be higher than that of 
.-the previous* national barriers. In order to calculate the common 
iexternal tariff, the arithmetical average of the national tariffs has 
been chosen as a basis rather than their weighted average. In doing so, 
the previous trade currents'which were naturally greater in countries 
where the tariffs were low, were not sufficiently taken into account. 
The question' óf whether this conforms to the provisions of Article XXIV, 
5> was left open in GATT, There is every 'indication that the level of 
general incidence will be much higher than the previous one, A foreign 
trade system based on variable levié's completely isolates the internal 
market by giving.absolute priority to domestic production, while depriving 
third countries even of that limited certainty of access which was ensured 
by the previous quantitative restrictions. Whatever might be the 
theoretical perfection of the system chosen, in practice the collective 
protectionism it establishes must lead to a. considerable acceleration 
- pf the previous national protectionist trends. Yet, the provision of 
Article XXIV, 5, of GATT is precisely designed not to permit derogation 
from the most-favoured-nation clause if free trade within the regional 
group is achieved by excluding third countries, • 
In the second place, the Association between EEC and eighteen 
African countries does not. provide for a plan or schedule for the establish-
ment of a free-trade area within a reasonable length of time. Such a 
schedule exists only with respect to the Eighteen*s enqports to EEC. The 
latter*s experts to the African countries will have to overcome the tariff 
barriers which each of the Eighteen maintains or establishes. That 
no reciprocal free-trade area con be established is the inevitable 
consequence of the different'stages of development of the European and 
African partners of the Association. Under such circumstances, it 
does not seem possible to invoke Article XXIV, 5, of GATT to derogate 
frcm the most-favoured-nation clause. Since the African countries do not „ 
commit themselves to eliminate substantially all restrictions and tariffs,. 
EEC - and particularly the Federal Republic of Germany and the Benelux 
countries, hitherto the third countries* best customers - cannot grant 
preferential free access to imports from the associated Africa countries 
without contravening GATT rules. Nor do such rules permit the eighteen to 
extend to the other members of EEC the preferences' granted to the former 
French Union. • If this is done in spite of such rules, Article I of GATT 
is clearly being contravened,. ;. • 
While GATT has hitherto not been effective in enforcing its own 
rules with respect to its basic most-favoured-nation principle, it is 
no less true that the examination of EEC*s compatibility with Article XXIV 
has merely been suspended and could be resumed at any time. In the meantime, 
however, plans and policies in violation of these principles are being 
consolidated; the regulations conccrning agricultural commodities are 
progressively coming into force and the preferential system between the EEC 




Turkey and the EEC have entered into a form of association -which also 
provides for unilateral preferences over a long period without any firm 
and definte commitment to form a customs union« Moreover, negotiations 
are under way to include other African countries in this system of 
association. That the damaging effects of this have not yet been fully 
felt is not a conclusive argument, since it may be sometime"before advantage 
can be taken of the possibilities of trade diversification that the 
association offers the African countries. 
Subsequent to the establishment of EEC, other regional groups have 
made rather broad interpretations of the exceptions'permitted under 
Article XXIV of GATT, even if: such interpretations concern relatively 
minor or potentially less harmful points. .Be that as it may, since the 
EEC.countries absorb one-fourth of world trade, the establishment of their 
regional grouping subtracted a sizable portion of that trade from the 
effective and complete application of-the most-favoured-nation clause. 
It would therefore have bem necessary to abide strictly by the conditions 
set forth in Article AZJVa 
It is not the purpose of this study to question the obvious economic 
advantages that can be gained by a better d i v i s i o n of labour or the 
political hopes that may be encouraged by the fo -ma^on of regional 
groupings, but merely to underline t h a t those ob jec t ives should not be 
achieved by ijewly distorting the s t r u c t u r e of world %rade and particularly 
the already fragile t rade of the developing covntr i ;^* . .The.most-favoured-
nation principle wr.s meant.to prevent t h i s , but the vragpjatic spirit which 
seemingly predominates in GATT has too o f t e n meant the acceptance, albeit 
reluctant, of accomplished facts, thereby detracting from the effectiveness 
of a rule which would have been one of the corner-stones for improving the 
position of the developing countries. It might be useful to recall that 
one of the chief aims' of legislation is precisely to" prevent the harmful 
effects which in fact are produced. 
What is more, the present content of GATT rules does not appear to 
be sufficiently adapted to the solutions required for the trade problems 
of developing countries nor for those of another'group of'industrialized 
countiles xAich do not operate-on the basis of a market economy. Mien 
GATT was set up, many of the developing countries hid not yet attained 
independent international status and the countries with centrally planned 
economies hardly participated in international "trade. Furthermore, a 
large, number of the'developing countries - most of the Latin American 
nations, for example - preferred not to acqede to it, generally fearing 
a curtailment of their power to control imports. 
While the search for'multilateral', rules applying to the specific 
needs of trade with the group of countries tdth centrally - planned 
economies is just beginning, the problems which face the developing 
countries with respect to their exports have been actively discussed and 
studied by various organisations, but have only led thus far to a few 
commodity agreements designed mainly,-AS has been seen, to meet critical 
situations. As also noted ina separate part of the present study, the 
process initiated by the Haberler Report was doomed to failure in 1963, 
when several- of the less 'developed countries proposed an action programme 
for translating it into action,, and EEC rejected that initiative, thus 
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All this appears to indicate that netf rules can only be arrived at 
once there is general recognition of the urgent and special nature of the 
developing countries' export problem and, consequently, of the need for 
special positive rules for these countries and their products. At 
present, the legal principle underlying GATT is to treat all countries 
alike, regardless of their relative position. In this sense, for instance, 
equal treatment for goods from all countries - with the exceptions 
referred to, which are also applicable to all countries - limits the 
measures which industrialized countries could adopt to favour exports 
from the developing countries taken as a whole. 
The necessity for differential treatment presents itself not only 
with respect to the different categories of countries, but also for the 
different categories of products. In fact, the industrialized countries 
acting through self-interest and to the detriment of some developing 
countries have put the principle of differential treatment into practice 
for agricultural commodities of the temperate zone. However, when it is 
a question of acting upon this same principle with respect to tropical 
products which affect large sectors of the developing countries1 economies, 
the resistance to satisfactory commodity agreements tends to be insurmountable. 
If the unsatisfactory state of affairs with respect to the application 
of the present GATT rules and the establishment of new obligations 
continues, developments might follow a logical sequence. Thus, the lack 
growth of the developing countries1 export proceeds would induce them 
to push the import substitution process beyond economically reasonable 
limits, without taking advantage of the possibilities offered by internation-
al trade. The protectionist trends in developing countries and in the 
regional groupings would be unduly stimulated and the desirable degree of 
competitive pressure generated by world trade would gradually be eliminated. 
It might so happen, too, that the developing countries suffering the 
adverse effects of discrimination would wish to restore the balance 
by favouring products from industrialized countries that do not practise 
discrimination. On the export side, the countries with centrally planned 
economies might become the object of pressing demands for an increase in : 
their trade with the developing countries. At the same time the Latin 
American countries, for instance, which are excluded from all preference 
areas, might be led to request that they be granted preferences by * 
industrialized countries which thus far have not practised discriminatieh. 
Thus a trend could be instituted towards three mutually exclusive 
preferential areas which would unite parts of the industrial northern, and 
parts of the less developed southern hemisphere. At a time when the 
political basis of most preferences is disappearing with the achievement 
of ever more real independence by the less developed count r ies , the 
economic relationships of the past would be strengthened and perpetuated, 
Unless GATT succceds i n cons i s ten t ly improving the present s i t u a t i o n , the re 
may be an i nc rc r se i n mutual a r b i t r a r y d iscr iminat ion a t the v^ry time when 
I t hrs become imperative to organize worid t r ade on a r a t i o n a l bas is i n 
conformity with general p r inc ip le s and now r egu l a t i ons . 
/Chapter V 
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Chapter V 
REQUISITES FOR A NEW STRUCTURE OF INTERNATIONAL TRADE 
AND WAYS OF ACHIEVING SUCH A STRUCTURE 
* 
A. GENERAL PRINCIPLES APPLYING TO NEW RULES OF INTERNATIONAL TRADE 
At the end of chapter I a list was presented of the main objectives of 
what would in fact constitute a complete policy covering development, foreign 
trade and international financial co-operation in support of the efforts of 
the developing areas to achieve economic growth. On the basis of those 
objectives, and in the light of the diagnosis made in the other chapters, 
the requisites for the success of such a policy must now be defined in terms 
of specific proposals or courses of action* 
This entails consideration of a number of fields, some of a general 
nature, and others covering trade with certain areas or in individual 
products. The first type relates mainly to the new rules that should 
govern the future course of world trade, to the financing of trade and 
development, and to the institutional organization that could most 
effectively assist', at the international level, in achieving the objectives 
and rules drawn up. Among the more specific questions are, firstly, 
those relating to trade between tile various developing areas, and trade 
between those areas and the centrally-planned economies, and, secondly, 
those concerned vdth the groups of products that constitute the basis of 
Latin America's traditional trade (tropical and temperate-zone agricultural 
commodities, fuels and mineral ores) and other products that could be 
the basis for a greater diversification of the region's exports (manufactured 
and semimanufactured goods and certain items of invisible trade, such r. s 
maritime transport). Each of these subjects vail be dealt with in the 
sections that follow, the aim in all cases being to synthesize the conclusions 
and recommendations that emerge from this analysis and from the diagnosis 
presented in earlier chapters. 
These recommendations relate in some cases to immediate• needs since they 
concern urgent problems and difficulties that can and must be dealt 
with promptly. Other recommendations concern long-term objectives that 
represent final solutions, but do not in any way imply that immediate 
measures can be postponed. On the contrary, these should be undertaken 
at once, on whatever gradual and continuing basis may be most suitable. 
This approach permits action at the two levels at which Latin America's 
foreign trade problems must be considered, the rapid expansion of external 
earnings that will have to come from the traditional trade flows, and at the 




the requirements of more rapid economic development, that must, derive from 
a greater diversification of the region's exports and the expansion of its 
markets. Consequently in what follows the reference is not to a series of 
unrelated needs, some of which can be met while others are rejected,; but of 
singled components that together make up what must be regarded as a new, and 
far-reaching and integrated policy for international trade. This policy must 
have one fundamental aim, taking precedence over any other consideration, 
and that is that international trade must in future be the main channel 
through which the Industrial countries- express their support and sense of 
solidarity with the less developed countries. , 
The aim must be to evolve a world pattern of production arid trade that 
makes full use of the resources available and gives priority to the urgent 
needs of the developing countries. For this purpose the first contribution 
of the developed countries should be to eliminate the obstacles that hamper 
the trade of the developing countries, and seek practical fonnul&s to 
increase the. latter's export earnings in a manner that parallels the trade 
improvements achieved by the groupings in the developed areas. 
Instead of intensifying and expanding the preferential arrangements 
of the past, and ; thus maintaining wh&t tends to divide the developing 
countries, the aim should. be- to encourage recognition of the common interests 
of the developing countries and to facilitate the establishment of joint 
programmes of action by those countries. Similarly, an attempt should be 
made to facilitate the establishment throughout the world (in both the 
developed and under-developed areas) of regional common markets, but 
within a framework of world trade • that 'would permit such movements towards 
regional integration to develop along lines other than those of self-
sufficiency, thereby making it-, possible to reap the benefits that the 
proper division of labour on a world scale could offer. 
If trade is to expand with sufficient intensity and scope to fee of 
real assistance to the developing countries, there must be a growing., 
measure of integration in -world trade, in which both the market and 
centrally-planned economies must participate. / • 
Although all these aims cannot be achieved at once, it is essential 
to ensure now that ho new obstacles are placed in the way of their 
realization and that the first;important steps"are taken to achieve them. 
It is not enough to agree on a diagnosis of the problems besetting the 
developing countries, or merely to adopt general statements' of desirable 
aims, as Has so often been done already. i'Jhat is needed is to establish 
specific rules and programmes that involve: actual commitments. This 
requirement for the work of the United Nations Conference on Trade 
and Development has been expressly set forth in Economic and Social 




of developing countries are well identified' and that what is now required 
is a universal -readiness to act-and-generally to adopt; practical'.measures 
aimed^at-increasing exports, and export earnings of developing c,ountriesuV ]J 
Although the implementation of such decisions mainly depends on 
specific- undertakings by" the industrial countries, these alone will hot 
suffice to improve the situation of the developing countries. If positive 
results are to" be obtained, every fresh obligation assumed by the industrial 
countries must be accompanied by decisions and additional efforts-by ti.e 
developing countries, including the'iiigprous prosecution of their re: _:e:;tive 
regional integration plans. In other words, , the aim must be for the 
developed countries, by rectifying past trends,, to undertake to e s t ab l i sh 
the external conditions that will make it. possible for the efforts made by 
the developing countries themselves to"bear fruit,-' 
Conclusions 
What the foregoing implies in terms of immediate fundamental'decisions 
and basic guiding principles and rules that should govérn international 
trade in future may be summed up as follows: 
1. The. United Nations Conference on Trade and Development should set 
itself as a goal the establishment of a series of rules and specific . 
measures to promote the export earnings of the developing couiitri.es. 
When the Conference deals with subjects xdth respect to which agree-
ment on such rules and specific measures cannot beJexpected, the aim 
should be to formulate guiding principles, to establish "suitable 
instruments and mechanisms for their implementation, -ihd to undertake 
to put them into practice after the Conference. 
2. The basic objective of any new measure in the field of international 
trade should be to assist the-developing countries to achieve, and 
maintain on a continuing basis, at least the growth rate specified in 
the programme of action for the United. Nations Development . .Decade i 
This could be brought about by rules to ensure an expansión of inter-
national trade such that it would ¿ease to .be instrumental in blocking 
the developing countries1 efforts to attain a more rapid and sustained 
economic trowth. ' 
* • • * 
3» One requisite for such an expansion is a growing measure of 
integration in world trade, within a system of co-operative 
co-existence between the countries xvith market economies and those 
with centrally-planned economies. 
1/ Similarly, GATT, in its declaration of 7 December 1961, stated the 
need to "establish specific programmes of action, and, where feasible, 
target terminal dates, for progressive reduction and elimination of 
barriers to the exports of the less developed countries". 
A . The 
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4. ' The particular characteristic's of the exports of the developing 
countries call for the establishment of special ivies for those 
countries and their products. In place of a fomal equality of 
treatment that makes no allowance for the unequal relative develops 
ment of countries, a differential treatment would be needed based 
on the requirements of the developing countries. This implies a 
redefinition of such basic concepts as the principle of reci\r c:ty 
and the most-favoured-nation clause, to ensure that in future J,l cy 
do not stand in the way of the granting of the necessary concessions 
to the developing countries. 
To this end, the principle that the developed countries 
should grant preferences to the developing countries without 
requesting or requiring reciprocity must be accepted as the 
foundation-stone for a new structure of international trade. 
The application of the most-favoured-nation clause must also 
be regarded as susceptible of restriction in such a way that 
preferences can be granted by the developed to the developing 
countries, and by the latter to one another, tdthout their being 
made extensive to the industrialized countries in either case.. 
5. So that the commitments to be undertaken in favour of the developing 
countries may be comparable, the new rules and measures should apply 
equally to all the developed countries with market economies, measures 
of equivalent effect being established In respect of the industrial 
countries with centrally-planned economies. 
6. All existing preferences between certain of the developed and 
developing countries should be abolished within a period appropriate 
to the type of product concerned, with due regard for the need to 
enable the beneficiary countries to adapt their economies to the 
new rules and conditions of international trade. In place of the 
preferences of the past, a new pattern of preferences should be 
. established that would benefit the developing countries as a whole, 
in line with the requirements of the world of today. 
7. In view of the pressing nature of the problems besetting the 
developing countries and the magnitude of the deficit in their 
export earnings, piecemeal measures cannot be effective. Con-
sequently the measures set forth below, relating to various types 
of specific products and problems must be regarded as components 




B» TRADITIONAL FRIMART COMjQDITÏ EXPORTS-
It is wrth while stressing once again that the r e a l value of 
decisions taken to change the structure of world trade, in order to promote 
the growth of the developing countries, depends above a l l on the effective-
ness of such decisions as regards the traditional primary.comodity expor t s . 
These constitute a very high proportion of the total exports of the l e e s 
developed areas, and consequently they will continue, in the immedr'^.te and 
near future, to be thé determining factor as regains the export earnings 
of the developing countries, Moreover thé long-term aim of reducing ti e 
over-riding importance of the traditional- primary commodities, and ciTocting -
a progressive diversification of the exports of the developing countries,-
depends, for its achievement, on an expansion of trade in these products to 
obtain the resources essential for meeting the needs of internal development 
and the establishment or expansion of the activities that will permit t h i s 
diversi fi catio n of exports. Thus the two measures are inseparable, ?nd 
neither can constituté a satisfactory solution in the absence of the other. 
As previously statêd, the nature of the obstacles involved-vr.r? es ' 
widely from one primary commodity to another. Consequently it is r^cecsr.ry, 
in this final summing up, again to consider separately at least the :..c-ln 
categories, tropical commodities, tèmperaté-zone agricultural 
co I ¿j :io en. i e g • 
and mineral products. Generally speaking, trade in the first category of 
products, \iihich are: exported by the developing countries, but r l s o - as i n 
the case of sugar, tobacco, oil, rice and cotton - produced i n considerable-
volume and on a protectionist basis by the industrial countries, poses 
problems similar to those relating to the temperate-zone agricultural ' 
products. The measures that must be taken with respect to tropical - •* v 
products should therefore be examined in connexion vâth products from the 
temperate zone." 
1. Tropical products 
For twelve of the twenty Latin American countries, the possibility ôf 
maintaining a satisfactory rate, of development depends largely on the fate 
of their tropical export products in the world market. As previously s t a t e d , 
in existing circumstances the outlook for the main tropical products on the 
world market is very uncertain. 
In the particular case of the Latin American countries, four main 
factors contribute to this uncertainty:- the discrimination against the 
region1 s tropical products in some of the main markets, the high internal 
taxes on their consumption in some of the large importing countries, and 
the steady decline and violent fluctuations in their prices. The serious 
problems that have arisen as a result of these factors call for fuMamental"" 
solutions in each of the four fields.. / 
The problem of discrimination is particularly difficult for Latin 
America, since it involves questions relating to other developing areas, 
whose desire for better opportunities for rapid economic growth is,equally 
legitimate. Nevertheless it must be regarded as an essential element in 
/ b x i j new 
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any new international trade policy that it should strengthen the position 
of all the less developed countries to an equal extent. 
The discrimination now existing in this field is highly prejudicial 
to Latin American interest, and is one more form of discrimination added 
to others that have been applied for a number of years. The extension 
to additional countries of the old preferences applying in the franc 
zone, combined with the existence of a system of Commonvrealth preferences 
for over thirty years, has had the effect of virtually excluding Latin 
America from any preferential arrangement, and leaving it at a disadvru::̂ ge 
compared with other developing areas. 
This state of isolation cannot continue. Its persistence, and even more 
its extension to other countries, 2/would place latin America at a fund'-ruenial 
disadvantage in its struggle to improve its trade conditions. Such 
discrimination, imposed unilaterally at a time when Latin America is veiling 
to continue granting equal import facilities to all the industrial countries 
so that they can take advantage of its markets, involves a radical 
contradiction. 
The Latin American countries will not necessarily be forced to revj.su 
their principle.of non-discrimination with respect to the industrial countries. 
On the other hand, the special help given to certain areas - the EEC's African 
associates, for example - should not be at the cost of the aspirations and 
rights of other under-developed areas. The joint objective of all developing 
areas should be rather to expand the world market for their common products. 
An effective undertaking by the industrial countries to roaove 
restrictions and limitations on imports and consumption of a range of 
products could result in a substantial increase in demand within a short 
period, and thus open up increasing export opportunities for all the 
developing countries,on an equal footing and to the benefit of all. 
* 
This is the basic question, in relation to which the problem of 
discrimination in respect of tropical products can and must be solved. 
Abolition of such discrimination would constitute, not an isolated measure, 
but part of a new international trade policy, whose effective application 
for the benefit of the under-developed -world as a whole calls for unanimous 
general agreement on certain basic principles, which preclude the maintenance 
of such preferences. 
The need to establish the principle of equality of access by the 
developing countries to the industrial country markets, and the serious and 
pressing nature of Latin America's foreign trade problems, malee it imperative 
to adopt immediate decisions in this respect. Consequently particular 
undertakings to effect partial and temporary reductions, as distinct from 
setting a definite date for abolition, would prove inadequate. 




Although the* agreement; between the EEC and the African States is 
not due to expire until 196ft, acceptance of the Kennedy, Round proposals 
to abolish all duties on tropical products (which would involve the 
elimination of tariff preferences), would mean that the desired aim could 
be achieved fairly soon..-- The time-limit ;f*>r this purpose could be 
31 December 1965 ~ the same date as that suggested for the elimination 
of the internal taxes referred to. in subsequent paragraphs. In, addition 
to custoins duties, other dis^iaidnatoiy measures will, have to <t>e abolished, 
such as quotas,-measures discriminating against monetary-areas, tariff 
quotas, preferences for imports from particular sources in the purchases 
of State bodies or autonomous public institutions, etc. A decision of 
this nature need not endanger the African countries1 prospects of 
maintaining an.increasing flow of exports in the future, in view of the 
expected expansion of the industrial country markets once those countries 
have undertaken to adopt the appropriate measures on the present.restrictions 
and limitations. 
One such restrictive factor is . constituted by the internal taxes -. 
applied in some of those countries on imports o^ consumption of basic, 
tropical productsf It has already been pointed out that.£ large potential 
addition to trade-. (wauld be involved in the removal of. such charges, which 
now severely limit demand. It is not hard to Justify their e l iminat ion 
in the context of a policy aimed at supporting efforts to increa se the 
economic growth of the developing countries. Even if-the effect of such 
taxes on demand were; less , than that suggested in some duties and repor t? 
it is none.the less substantial and it i s unreasonable that they should, 
be imposed on just those products that are exported by the developing 
countries. Fiscal habits of the past should not prevail over the needs of 
the present day, especially since it is a comparatively simple matter for 
the developed countries to replace such taxes by other means of obtaining 
revenue, ; 
One way would be for the developed countrieŝ  to undertake to eliminate 
internal taxes and revenue duties on certain products within a given period. 
In this context the date proposed in the GATT Programme of Action seems 
a reasonable target, that is, 31 December 1965* ; 
Such undertakings should not be confined to basic commodities but 
should also extend to certain finished products, whenever the products in .... 
question, account for a high proportion of the total value. It would thus 
be possible to avoid severe restrictions on demand deriving from the high .< 
price of the final product manufactured from the primary commodity due 
either to internal taxation or heavy tariff protection. Such charges should 
be no larger than those applying to other industrial products manufactured 
by the developed country itself. This measure would eliminate a further 
source ofimport restrictions. - More, specificallyj the aim should be to 
agree on a rule providing that duties and taxes on finished products, of 
2/ See, for example, the 
trade, GATTA958-3). 




which a given percentage of the value is accounted for by tropical 
products from the developing countries, must be reduced to .a reasonable 
level, that there must be no discrimination against such.products, and 
that the establishment or expansion of an industry manufacturing such 
products for export, in the countries that export the raw material, must' 
not be hampered or discouraged». The last provision is particularly 
important in respect of certain processed items (such as soluble or 
instant coffee) that could well become large-scale exports. • This point 
will be referred to again la.ter in connexion with the exportation of 
manufactured and semi-manufactured goods. 
Similarly, it is necessary to consider in detail the reasons for 
the substantial mark-ups applied in the distribution of certain primary 
commodities in the industrial country markets» There is often a wide 
margin between the c.i.f. price and the final consumer price of certain 
tropical products, even after taxes have been allowed for, and the 
difference is far greater than could be accounted for by the reasonable 
real cost of distribution. The reduction of such margins would also 
permit-an expansion of demand*. As.this aspect of the problem has not 
been sufficiently explored to permit specific rules to be proposed, it 
seems essential to undertake, a thorough analysis of the causes of this 
situation as soon as possible» 
The foregoing factors relate in the main to possibilities of 
increasing the volume of exports. The question is complicated by the basic 
problem of prices, whose behaviour has been particularly unfavourable for 
the developing countries in respect of certain tropical products. 
In this field commodity agreements are a suitable instrument for 
correcting, at least to some extent, the adverse effects of the market 
forces, especially in the case of products which, like tropical commodities, 
are threatened by the risk of excessive production in relation to a slow-
growing demand. Consequently the question has to be considered in some 
detail. 
Thus far it has been very difficult to reach agreements on tropical 
products. The only one in force at present is the Coffee Agreement, which 
covers nearly all international transactions. On the other hand, the 
agreement on sugar (dealt with more extensively in the next section) has 
no practical effect at present., This is due partly to the consumer countries1 
natural lack of interest in changing conditions that are generally favourable 
to them, and also to the difference in bargaining power that sometimes 
exists between importers and exporters,. 
Another unfavourable factor "is that for many of the developing 
countries the fate of certain goods'is vital to their total earnings in 
foreign currency, whereas for most of the importing countries the same 
products represent only a fraction of their very diversified purchases 




Furthermore, it Is difficult to overcome the resistance offered 
to the conclusion of agreements when the products concerned are exported 
by developing countries only. Coffee constitutes an exception, perhaps 
because its situation was particularly serious.since the relevant agree-
ment was first signed between the Latin American producers and then . * 
extended formally to include*most of the importers, once the exporters 
had achieved a united front. However, in the operative stage of this 
agreement, serious problems seem to have arisen as regards the strict 
fulfilment of its terms* 
The recent failure of the Cocoa Conference, for which a draft 
agreement was worked out oyer a period of many months, is attributed by 
the producer countries to atlack of understanding on the part of the 
main importing countries. The latter proposed a minimum price 20 per 
cent lower than the final compromise proposal made by the exporters. . 
The crux of the problem is that thus far individual commodity 
agreements have, by their very nature, not been suitable for dealing with < 
structural problems, and attack only the short-term difficulties. In 
addition the negotiation of such agreements has nearly always coincided 
with grave trade crisis in respect of the product concerned that affected 
the exporting countries. As a result they have naturally tended to 
consolidate situation unfavourable to the latter. 
It is extremely difficult for the interested parties to come to 
an agreement on prices, which constitute the crucial problem of the. 
present distortions of world trade. Moreover the agreements, in their 
present form, do not make much attempt to "deal-with' problems that have 
a decisive effect on the price-formation process (preferences, discriminatory 
measures, restrictions, high taxes, etc.). But, despite their limitations 
(described in some detail in earlier sections), agreements on tropical 
products undoubtedly represent a means of controlling market forces that, 
left unchecked, would continue to operate to the great disadvantage of 
the producer countries. 
Thus-far the agreements in force cannot be described as having had 
any other effect than to forestall ah even more marked decline in the 
prices of the products concerned. However, the developing countries 
must obviously insist on the need for broad and ample support whenever 
circumstances make it advisable to balancé production and consumption by 
artificial means. It is possible that vdth the measures to abolish 
restrictions and taxes referred to above, the market in a number of these 
products may recover spontaneously. Until this happens, and perhaps even 
after it has, multilateral control of the market will in many cases be 
required. 
Be that as it may, the main aim of any agreements conceived as an 
integral part of a new international l̂ rade policy must not be confined to 
stabilizing temporary conditions, but must include an attempt to repair 
the deterioration brought about by the harmful action of market forces. 




should try to ensure thàfc ho further imbalances develop between production 
and consumption, àftd should take account of the £>rice elasticity and 
substitution elasticity of thè product, in order to anticipate the effects 
that any pile e increase might have on the volume of demand. 
All this calls for proper administration of the agreements* If 
the main purpose of the agreements is to protect the interests of the 
developing producer countries, they should not provide an excuse for 
countermeasures by the consumer countries when the natural market forces 
lead to increases in the price of the product concerned. In general 
such increases represent no more than a recovery to former price levels, 
either in absolute terms or in relation to the prices of manufactured 
products imported by the developing countries. Alterations in quotas, 
for example, should- be governed strictly by the principle of protecting 
the interests of the producer countries. These factors, and the general 
operative aspects of the agreement, thus call for the co-operation and 
guarantees of the consumer countries» 
Conclusions 
The foregoing considerations "can be summarized in the following 
main conclusions: 
1. The high internal taxes that the industrial countries apply to the 
consumption of basic tropical commodities severely limit the expansion 
of demand, and deprive the developing countries of valuable 
opportunities to increase their exports. Consequently these taxes 
should be abolished no later than 31 Pecember 1965. 
2. The customs duties that the industrial countries imposed on imnqrts 
of tropical products should also be abolished by a given date prior 
to 31 December 1965« Similarly, all forms of disc rimi nati, o n (quotas, 
long-tern contracts, etc.) against tropical products exported from 
Latin America should be eliminated. . 
3« The abolition of discriminatory measures should also apply to those 
favouring other developing countries \-dth respect to products 
manufactured from basic tropical materials such as banana meal, 
"enable coffee, etc. 
4. TJV. customs duties and internal taxes applied by industrial countries 
to final products containing a high percentage ox tropical raw 
materials exported by Latin America should be reduced to a level 
chf/o >111 not hamper the development of the industrial activity 
cc .."¡corned in the country of origin, or restrict internal demand 
ir; ohe importing country. 
5« A study by independent exper ts should be undertaken as seon ̂ s 
possible on the causns of thè, v̂ ry. high distribution costr-, in 
certain industrial countries, of a number of tropical products 
exported by Latin America, with n view to suggesting measures to 




6» Commodity agreements could constitute an effective instrument for 
regulating trade in, particular tropical̂ .products, always provided 
that due emphasis is placed pn the basic aim of improving the 
situation of the developing countries, and that, instead of 
.  - confining attention to the stabilization of existing conditions, 
&n effort is made to restore more favourable terms of trade, without. 
' overlooking the need to ensure that any ensuing price increases do 
not restrict the volume of demand, 
2. Temperatê zorte agricultural commodities ' * 
The trends of temperate-zone agricultural commodities during the 
post-war period have led to a serious distortipn of world patterns ,of 
production and consumption (see chapterll). The.levels of protection 
afforded to agricultural producers in the developed countries, by a-•wide 
variety of methods, are substantially higher'than for manufactured products 
The resulting artificial stimulus to production has tended not only to 
reduce/considerably the share of imports irr the total consumption of the 
developed countrieŝ ; but also to lead to ¿growing volume of subsidized-
exports. The effect has been to lessen the export opportunities of the 
developing countries, that cannot compete financially with-subsidized 
exports. Moreover, exports from the developing countries have often had 
to be effected at prices that have been artificially depressed by the. 
variety of measures adopted by the developed countries. Consequently, 
the outcome of the prevailing tendency towards self-sufficiency in the 
developed countries is that current trade rules and principles are either 
not being applied or are being circumvented in some way, r 
All these factors are a source of great difficulty not only to thje-
countries with the greatest comparative cost advantages as regards.agricul-
tural production - which include; a number in course of development - but 
also to the economies of many of the .industrial countries through the 
levying of heavy'charges on their consumers and taxpayers. Although 
social and national defence needs can justify certain special measures 
to protect agriculture, the measures now applied go far beyond what could 
be regarded as required by such needs. In fact, to take into account 
the social problems of marginal-agricultural producers it is not necessary 
to raise domestic prices to the level of the less efficient producers, 
a lev.-sl which is much, higher than that of world prices, that is, the prices, 
at which other countries, cari export the products concerned. Efy permitting 
and encouraging the survival and even expansion of high-cost agriculture 
in the developed Countries, this protectionist policy makes it difficult 
for the developing countries to increase their production and thus lessens 
their chances of increasing their earnings,. 
There is already a wide gap between the income. levels'of the rural 
population (and also the total population) in these two areas of.the 
world, and to continue with an excessively protectionist policy means 
that the gap will become even, wider. This, situation is aggravated :hy two 
V: ' '/°ther factors, 
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other factors, the very much higher population growth in the under-
developed world, and the difficulty of accelerating the transfer of the 
rural population in the under-developed countries to urban activities, 
the expansion of which is also hampered by severe restrictions as regards 
both production and exports. 
The foregoing argument applies not only to the developing countries 
that export agricultural products, but also to the deficit countries that 
now depend more and more oh-the purchase of agricultural surpluses for 
their supplies. The extremely favourable conditions on which these 
surpluses are sold - long-term credit, payment in local currency, etc. 
discourage local production. By meeting increases in demand that local 
production cannot meet immediately, the surpluses can undoubtedly play 
an important part in solving emergency problems in certain parts of the 
world where limited purchasing power makes this type of help appropriate. 
But" there is a risk of discouraging the agricultural development needed 
for the balanced economic growth of the recipient countries, since it is 
difficult for an agricultural1 sector in" the course of technological 
transformation to compete with heavily subsidized imports sold against 
long-term payments. 
To achieve balanced development, the under-developed world must 
introduce in its production methods a similar technological revolution 
to that in the industrial countries. This means that the developing 
countries must import not only the food and raw materials needed to raise 
their standard of living, but also the technology and know-how that will 
enable them to attain that goal. 
Once the problem has been stated in these terms, it must be decided 
what is to be done to restore a more equitable pattern of agricultural 
production in the world. There is no doubt that the final solution 
is to eliminate the protectionist measures of all kinds applied by the 
industrial countries until a level has been reached that is consistent 
with a system of fair competition between the various producer countries. 
As a first step towards this objective it seems obvious that there 
should be an imediate undertaking by all the developed countries to set 
a ceiling to the body of subsidies and various forms of protection that 
would be consistent with the need to bring about a substantial increase 
in the external purchasing power of the developing countries through 
exports. This means that the developed countries whose protectionist 
policies have led to the distortion of international trade in this type 
"of product must assume specific obligations to correct their agricultural 
policies, including the reduction of production supports and abolition 
of subsidies for agricultural exports. 
Presumably the application of such measures will require the developed 
countries to take steps to transform the productive structure of their 
agricultural sector, including the transfer to other activities of those 
marginal producers who are unable to compete under the new conditions of 




coùld be supplemented by direct financial assistance instead of through 
the price mechanism or on the basis of volumes of production. Any other 
course would amount tb encouraging anti-economic production, reducing 
consumption through high costs,'and providing additional earnings for 
those producers who dp not need, such help, '* 
The foregoing imdertakings would have a substantial effect on the 
volume of trade in a number of products. One of the conclusions of the 
Haberler Report states that a great expansion of trade in primary commodities 
between, thé industrial and non-industrial ̂countries could be achieved -
through a' moderate change in the direction of protection away from the 
high levels they have reached in many countries. If the production cf 
wheat, maize, barley, sugar and beef, for example, were reduced by 1 ¿vr 
cent compared with the 1961 level in the industrial countries where they 
are produced on an unéconomic basis, and if during the same y eaî * consumption 
were increased, also by.X per cent, through a greater proportion of low-
cost imports, it is calculated that the demand for imports of those 
countries would have increased b^ 15 per cent, bj These figures indicate 
how greatly the developed countries could improve the situation by making 
a comparatively small contribution. 
In this connexion it should also be noted that increased imports 
of agricultural products by the industrial countries, as a result ;of adjust-
ments in their .domestic ecçnomy, would certainly be offset by increased 
non-agricultural exports. 
Archange in world production and trade in these products, always 
provided that it is effected in a suitable way, is not incompatible 
with attending to the unsatisfied needs of the large part of the world 
that suffers from hunger or malnutrition. To judge by the figures given 
by FAO, about half the world's population is in this category. Most of 
these people do not have the means to pay for the food they need. Never-
theless, the present surplus disposal'methods used by the developed 
countries make it possible for. those countries to maintain artificial 
stimuli to .production. The effect Is both to depress world prices and 
to restrict export possibilities for the countries that do not subsidize 
their exports, and, lastly, to reduce the prospects of agricultural develop-
ment in the countries that are receiving the surpluses» According to the 
observations of FAO, the sphere .in which these surpluses are disposed or 
should be restricted, and should not include, for example, markets where 
there is no lack of funds to pay for them. 
One possible approach to correcting the distortions created by the 
present system of disposing of agricultural surpluses wbtild be/to consider \ 
bj The calculation includes the; United States and Canada for sugar and 
beef , and a l l the EEC and BFTA countries for those two items and 
for wheat, barley and maize. 
/ the suggestions 
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the suggestions put forward in the Atlantic Institute publication referred 
to in chapter IV. The idea of providing the developing countries with 
additional purchasing power, so that they could buy their agricultural 
products from the supplier of their choice-* would have the; great advantage 
of giving a more multilateral character to the disposal of the surpluses. 
At the same time, by gradually eliminating subsidies, it would also* lead 
to a better balance in the distribution of world agricultural production. 
The distribution of the finaricial burden involved in such a p r ^ r « ' 
would, of course, raise difficult problems, as indicated in chapter 17. 
Nevertheless such action, as part of a complex of other measures, would 
be useful in helping to reconstitute a real world market for certain 
agricultural products. 
Implicit in all the foregoing, is the need for specific rules to be 
applied to trade in agricultural products in.order to restore the conditions 
of a market based on fair competition. In chapter IV there v/as a reference 
to other ideas, such as those put forward by some spokesmen for the developed 
countries, on the subject of what is termed market organization. 
These suggestions tend to take the existing situation as the point 
of departure. They propose, firstly, that- the prices to be paid for 
imports should be adjusted to those paid to the domestic producer, and, 
secondly, that the present tendency to over-produce should be turned to 
account in the context of a general policy of nutritional assistance. 
In practice, howev.er, the application of these ideas would raise a series 
of problems. The price level would apparently tend to approximate-to •• 
that of the area producing at the highest cost. If this were so, there 
would be a risk of discouraging consumption and stimulating substitution. 
In addition, the higher the price arrived at, the more it would be 
necessary to limit the supply. If such limits were applied to the 
developing countries, their possibilities of financing their ox-jn economic 
development would be seriously reduced. It is also difficult to determine 
the criteria to be applied in establishing such limits. If the present 
output figures were taken as the basis, for example, those countries that 
now import large volumes would be penalized, since they would bear the 
main financial burden of the new system in the form of higher prices for 
their imports. The countries that .have stimulated domestic production to 
the point of eliminating imports would have to bear their share of the 
burden only if the internationally fixed price, were low enough to discourage 
domestic production and thus lead to a resumption of imports. Moreover, 
is such a system were based on a relatively high price level, equally • 
delicate problems would arise in connexion with the financing of the 
nutritional assistance to the areas of the world where at present there 
is no demand in the commercial soise. 
Moreover, it is doubtful whether commodity agreements could serve 
as a more or less general remedy in connexion x-dth temperate-zone agricul-
tural products. In such cases as they might be useful, it would be 
essential for them to follow certain broad guiding principles, with,, of 





One such principle relates to the desirability that the prices 
established, either for imported products or those produced domestically, 
should be intermediate between those prevailing in the main high-cost and 
in the main low-cost production areas» This would have the effect of 
increasing the-earnings of the less developed countries, while also 
reducing the incentive to marginal production in the industrial countries. 
In establishing these prices, there must be due regard for t he'inter-rela-
tionship of the various products and the risks of substitution, which might 
mean that in some cases it would be necessary to conclude rmlti-commodity 
agreements.. 
Another general principle relates to the need to ensure that any 
restrictions on supply that may be established are not based on the assunr-t-'on 
that the developing countries'accept the present distorted structure of world 
agriculture.. On.the contrary,.the essential aim should be to make sure "that 
those countries can achieve levels of exports sufficient to meet their 
development needs. For the same reason, when the consumption of these 
products eventually increases, the non—subsidized producers should be the 
ones to benefit, with a view to. drawing progressively closer to what might 
be regarded as a rational structure of world production. 
An attempt is now being made in GATT to solve the problem of the 
temperate-zone agricultural commodities,'and this will be one of the main 
subjects dealt with in the Kennedy Round. As the oroblem has been discussed 
over a number of years, there is no reason to drag out these negotiations to 
which the developed countries have committed themselves. In this connexion 
it should be stressed that the difficulties experienced'by certain developed 
countries in successfully concluding their negotiations, and the risibility 
of additional delay, should not be allowed to result in a further deterioration 
of exports for the developing countries, for which delay involves the risk 
of being faced with yet more faits accomplis that will increasingly damage 
the position of their exports. 
When, in 1957, GATT examined the agricultural provisions of the Treaty 
of Rome, the SEC gave an assurance that the Treaty would not be used in 
such a way as to exclude imports and in 1962 again stated that "neither 
the organization of the regulations nor the preference ... x̂ rarranted any 
assertion that the system led in the long term to an eviction of third 
country exporters."6/ The fact that the task of working out a common 
agricultural policy is continuing in the EEC does not preclude in the 
meantime the concession of guarantees to safeguard the interests of the 
developing countries. With respect to the United States and the United 
Kingdom, awareness of the problems created by excessive protection for 
agriculture is leading to the reappraisal of existing policies. 
J\j QkTS, Basic instruments and selected documents. 6th supplement, p. 87. 
6/ GATT. Trade in agricultural products. Report of Committee II, GATT/1962-6, 
p. 111. 
. /At the 
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At the GATT meeting of iiinisters in liiy 19 63 it was stated that the 
aim was to establish acceptable conditions of access to world markets in 
order to achieve a substantial increase in i/orld trade in agricultural 
products. If, Respite this statement, the developing countries find that 
their share of exports to the various markets is reduced even further 
while the negotiations are proceeding> this will be clear proof of the 
failure to understand the particularly urgent needs of the developing 
countries, and the harm caused by the restriction of their traditional 
role as exporters. 
In these circumstances the countries that depend on agricultural 
exports cannot be expected to accept without any compensation the non-
observance of the elementary rules of reciprocity. If the reciprocity 
implied '037- GATT does not function, there is a risk that the developing 
countries will be obliged to resort to a more direct form of reciprocity 
through differential treatment of imports according to origin, to the 
serious detriment of increasing multilateralization of world trade. 
Conclusions • 
The above considerations can be summarised in the form of the following 
conclusions: 
1, All the developed countries should establish a ceiling to the 
amount of subsidies and various forms of protection ap̂ lieĉ  to 
agricultural products, at a, level that would permit of a 
substantial increase in the external purchasing power of the 
developing countries. 
For this purpose the developed countries should undertake: 
(a) To correct agricultural policies that, through the price mechanism, 
various forms of import restrictions and other forms of control, 
have constituted an obstacle to agricultural exports from the 
developing countries. This means the iiamediate adoption o£ 
measures to neutralize the effect of variable levies, quantitative 
restrictions, prohibitive customs duties, preferential tnriffs 
and other discriminatory measures. 
(b) To make effective reductions in subsidies to agricultural 
production. 
(c) To eliminate subsidies to agricultural exports. 
2. Foreign aid to particular developing regions in the form of food 
products should not be at the expense of the export opportunities 
of the other developing areas or of the agricultural development of 
the recipient country. For. this purpose there should be agreement 
in principle on the idea that this type of help -should tend to 
increase .tha purchasing capacity of" the recipient countries so • 
/that they 
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that they can buy their agricultural supplies x/herever 
it best suits them to-do so. This vail endow the disposal of 
surpluses vath a.mote multilateral cha rac t e r , ; which, in conjunction 
with the progressive elimination of subsidies, vail contribute to 
a better- distribution; of world agricultural production. ' 
In addition, as long a? there are surpluses that can be used to 
provide nutritional assistance,' all exporting countries should 
take part in administering the surpluses, in order to ensure that . 
they are not used as a means of trade promotion.. 
3. For products with a low income-elasticity of demand, of which there 
is an excessive supply, commodity agreements could, without prejudice 
to the foregoing recommendations, contribute to "improving world 
trading conditions. To be effective, such agreements should conform 
to the following general guiding principles (with due regard for the 
type of product concerned)s: 
(a) The price paid for imported products and those produced 
domestically should be fixed at an appropriate level between 
the prices of the main high-cost and low-cost production areas. 
(b) in establishing prices, account must be trken of the inter-
relationship of the various products and the risks of substitution. 
In some cases this would mean the conclusion of multi-commodity. 
" agreements. 
(c) Ai£r restrictions established on supply must not be based "on the 
assumption that the.developing countries accept the present 
distorted structure of world agriculture, and should be such 
as to ensure that those countries achieve levels of exports 
sufficient to meet their own development needs, 
(d) If there is any increase in consumption, the main benefit of 
the redistribution of quotas should go to the non-subsidized 
producers, with a view to drawing progressively closer to what 
might be regarded as a rational structure of world production. 
3. Mineral ores and fuels 
Trade problems relating to products of mineral origin and fuels are 
in some cases similar to those relating to products of agricultural origin, 
and in others somewhat different. The similarities relate to the. duties ' 
and quantitative restrictions that protect production in the developed 
countries, and to thet" discriminations in favour of certain areas and against 
others. Some of the special problems posed by mineral products' and fuels-
derive from the fact that the bulk of their extraction, processing" aiid 
marketing is controlled by. international companies in the developed 
countries. The policy of these .companies tends to have an unfavourable 




greater degree of local processing of these products. In fact the 
Governments of the producer countries usually have little influence on 
decisions as to the marketing of the products. The tendency of the 
companies concerned to establish their distilleries, refineries, blast 
furnaces, foundries, rolling mills and other primary processing plants 
for mineral ores and fuels in countries that do not produce these items 
prevents the developing countries from making full use of their natural 
resources. The present differences between the tariff treatment of raw 
materials and semi-processed products tend to consolidate and strengthen 
this type of production structure, and constitute an artificial obstacle 
to the diversification of the developing countries1 exports and the 
increase of their export earnings. The efforts made to change this 
situation have encountered many difficulties, deriving from the un>/illir:;:neET3 
of the Governments and financial institutions of the developed countries 
to grant medium and long-term loans that will enable such activities to 
be established or expanded in the developing countries themselves. . 
One of the basic principles for a new international trade policy 
is the desirability of a more equitable structure of production for 
fuels and mineral ores and their products. A very effective method of 
achieving this would be to eliminate the duties on semi-processed products, 
a point x̂ hich will be taken up again in connexion with exports of manufac-
tured and semi-manufactured products. 
The prices of mineral products has been relatively favourable in 
comparison with those of tropical and temperate-zone agricultural 
commodities, since the mineral products have benefited more from the 
general industrial expansion in the developed countries. However, this 
does not mean that it would not be useful to arrive at commodity agreements 
in this field, always provided that the market forces alone have not led 
to a sufficient improvement in prices and their maintenance at satisfactory 
levels. 
As the mineral products of the developing countries are In most cases 
essential to the Industrial expansion of the developed countries, joint 
action by producers could have a powerful effect in ensuring more favourable 
conditions. However, action of this nature would often need to cover 
a number of products at once, in order to avoid substitution and strengthen 
the bargaining power of the developing countries. 
Conclusions 
In the light of these general considerations and of the detailed 
background data given in the relevant chapters of the present -document, 
the conclusions reached in relation to products of mineral origin can 
be summarised as follows: 
1. The industrial countries must gradually abolish the customs duties, 
quantitative restrictions and preferential treatment concerned so 




countries can, within a reasonable period, compete -on an equal 
footing with local production in the. developed world. Such an 
undertaking should also cover intermediate products of mineral 
origin,.in order to encourage a higher degree of processing 
of the basic materials in the .coiwtrv of origin and enable 
them to be sold directly on the world market. 
In exceptional cases, when for .security reasons or because it 
is vital to maintain the existing volume of production, ce"bai' 
industrial countries feel obliged to maintain some ixpoi-t 
restrictions, the prices they pay f o r the imported product 
should-be the same as those paid for'the domestically produced 
item. 
the developed countries should support all measures taken by 
the Governments of the developing countries to ensure 
that the policy of the companies concerned is consistent with 
the general aims of the country's development, as regards 
volumes of. output, marketing and degree of'processing cf "the-
exported .product. 
The Governments of the developed countries and international 
financing agencies should support the granting of medium and 
long-term loans to domestic enterprises i n developing countr ie 
for the"prospecting, exploitation and processing of their ovm 
mineral and fuel resources. 
The support of the developed countries is essential in 
reaching suitable commodity agreements of. this type, always 
provided that, such agreements are needed to raise prices or 
maintain them, at a higher level for the purpose of increasing 





C. EXPORTS OF MAWUFACTURFD AND SMI-MANUFACTURED PRODUCTS 
As pointed out several times throughout this document, the obstacles 
hampering foreign trade in the developing countries will not be overcome 
unless there is both a rapid improvement in the conditions affecting 
their traditional trade flows and a nore far-reaching effort towards 
diversification of .exports by means of the growing incorporation of 
manufactured and semi-manufactured products. 
The fact that the second requirement is a long-term objective does 
not warrant postponing the decisions and specific action v.dthout which it 
cannot be achieved. On the contrary, access by this type of product 
to the markets of industrialized countries must be provided forthwith, 
since only thus can investments be initiated and production organized 
in general so that good use can be made of such possibilities in the future. 
In actual fact, access by manufactured and semi-manufactured goods 
to the markets of developed countries involves a number of factors. Some 
concern generally applicable tariff reductions, such as those proposed 
in the United States Trade Expansion Act; others .the granting of new 
preferences to the developing countries as a whole, as also the abolition 
of e:dLsting preferences discriminating between developing countries; and 
others non-tariff barriers whose removal is imperative if any advantage 
is to be reaped from decisions in respect of tariffs. Each of these 
aspects should therefore be considered separately. 
1. Generally applicable tariff reductions 
The next opportunity for discussing this question at an international 
level will be provided by the forthcoming GATT tariff negotiations which 
will partly overlap with the United Nations Conference on Trade and 
Development. If successful, such negotiations could result in a 50 per 
cent tariff reduction for nearly all industrial products, which would 
constitute an important contribution to the formulation of a more 
rational world trade policy. From the standpoint of the less developed 
countries this Is hardly an opportunity to obtain commitments on 
the necessary scale, since the resulting advantages would have to be 
generally applicable, in accordance with the most-favoured-nation clause. 
This does not mean, however, that the results idll not be of interest. 
On the contrary, definite progress could be made on that occasion, 
provided that - as distinct from previous negotiations - account is taken 
of certain points which can represent a substantial, if only partial, 
contribution to the developing countries. To that end, exports of special 
concern to the developing countries, such as those contained in the 
schedule drawn up by Committee III of GATT, should in the first place, 
not be among the few products that v/ill be excluded from the linear 
reductions. In practice, as regards semi-manufactured products - excluded 
from previous tariff negotiations it should be ensured this time that 




equivalent, tariff reductions for items at an earlier sta\e of processing. 
To bring this about, the developed countries would have to undertake 
not to apply any other measures - such as quantitative restrictions,'. . 
specific customs duties which actually impose a-higher tariff on the 
cheaper.articles than on the more expensive ones, or non-tariff..surcharges -
which tend to curtail the bénefits derived from tariff reductions. 
- If all these conditions are respected, future tariff negotiations 
will prove to be more useful to the developing countries than the previous 
. ones, particularly where the tariffs are lower. However, the tariff, 
reductions agreed upon in the Kennedy Round on the basis of the most-
favoured-nation claufeé' will be able t o provide only a par t of what should 
become an over-all solution for the developing countries., Tariff 
reductions on a most-favoured-nation basis are often not enough to enable 
the processed products of developing countries to gain access to the 
markets of the industrialized countries. Because of the peripheral 
geographical situation of many developing countries, competitors vdth 
headquarters in the more advanced countries might indeed be the main 
beneficiaries of such general tariff reductions. Under such condi t ions , 
moreover, the under-developed countries would have to compete tóth producers 
that were not only highly efficient, but were also equipped with well-
established marketing and distribution mechanisms, with f r e e access to 
large domestic markets and a firm footing in the export markets as well. 
2. Heed for arid nature of preferential treatment in 
respect of the developing countries 
Such disadvantages can be overcome only by granting specific 
exemptions for products from the developing countries so that they can 
compete effectively on the markets of the developed part of the world. 
If these exemptions are to-be effective, the first requisite is a reversal 
of the present" frequent tendency-to hamper the access of products from the 
less developed countries on the pretext of preventing market disruptions, 
while favouring more expensive products from the developed countries. As 
the former have a relatively limited production capacity compared with 
the probable growth of consumption-in the more advanced countries, the 
latter's fears concerning the possible consequences of a preferential 
regime are unfounded. However, since such fears exist, any scheme of 
preferences must incorporate certain clauses designed to.protect the legitimate 
interests of producers in the developed countries. Similarly, it should.be 
clearly established that such preferences xroúld be merely a transitory 
measure to compensate for the developing countries1 initial disadvantages, 
to enable them to gain access to markets in the developed countries and,to 
establish new trade flows which would ultimately have to compete on an 
. equal footing. 
It is not difficult to justify the legitimate nature of such 
a preferential régime. .On the other hand, the specific methods for 
granting preferences, and in particular their general or selective 
character, are open to examination in greater detail. 
/The selective 
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The selective method, such as that put forward in the Brasseur 
Plan, is the type that has been most discussed so far in the industrial 
countries. Although this Plan has been set out in fairly detailed form 
in chapter IV, it is as well to remember that, according to the method 
it suggests, every developed country or group of countries vjould decide 
in respect of which products it would grant preferences, while the 
beneficiary developing countries would be those capable of producing 
and exporting products covered by the preference. Each case would be 
examined by a joint committee, which would include representatives of the 
exporting countries and the developed importing countries, or might be 
the subject of bilateral negotiations. The necessary margin of preference, 
conditions and technical assistance would be determined in each case. 
In short, the selective method implies that the preferences granted would 
differ in magnitude according to each individual case and that every 
developed country could, in principle, grant them to different products 
without necessarily extending them to all the developing countries. 
While such a method would provide ample assurances for producers in 
the developed part of the world since they would have many opportunities 
for influcencing the course of the negotiations, it would leave the 
developing countries in a state of great uncertainty as to rhat results 
could actually be achieved. The selection would presumably entail Intensive 
market studies beforehand and difficult consultations with individual firms, 
with the serious risk that, eventually, one or other of the Governments 
would not grant the preference. Such a refusal would automatically reduce 
the chances of its being granted by other countries since the potential 
pressure on their markets might then increase. No less disturbing would 
be the fact that the preference might be confined to some developing 
countries. To sum up, the selective method would mean that to solve 
the developing countries1 export problems the former item-by-item system 
of tariff negotiations would be revived with all its shortcomings that 
are already well known to the developed countries themselves, and this 
in a situation in which the developing countries would have insufficient 
bargaining power to be sure of obtaining results in line with their true 
interests. 
The serious deficiencies of the selective method point to the need 
for general preferences which would be applied in an identical manner by 
all developed countries, would benefit the developing countries as a whole, 
would cover all manufactured products and provide for a uniform preferential 
rate. The risks that such a system might entail for industry in the 
developed countries would be reduced to a minimum if it were agreed as 
a basic principle of the system that industrial products from any developing 
country were to have free entry into all the developed countries provided 
that such imports represented, for each product, no more than a certain uniform 
proportion (say, 5 per cent) of the importing country's domestic consumption. 
The need for cumbersome negotiations for each individual product would 
thus be eliminated. Furthermore, while affording protecion to producers 
in the developed countries - by limiting the preference to imports that 
do not exceed a certain percentage of domestic consumption - the sizable 
consumption capacity of the developed countries would offer a potential 
volume of exports which in the majority of cases and over a long period 




Naturally, the granting of preferences to all products inevitably 
means that a good many of-them would not be used; but it would have 
the over-riding advantage of permitting potential investors themselves 
to decide freely what lines of production to develop with a view to exports. 
While a preference for selected products implies the risk of directing 
the developing.countries1 attention to a -few products pre-determined by • 
a somewhat rigid framework, a general preference is likely to prevent any 
concentration of export flows that might originate in the developing 
countries. With such a broad base, the benefits of a blind relative cost 
situation can be reaped more easily, thereby promoting a pattern of exports 
from developing countries that, is more in line with a rational division of 
world labour. 
That the volume of imports exempt from customs' duties should be 
measured in relation to a percentage of domestic consumption instead of 
a percentage of previous imports is justified by the fact that the latter 
criterior would, in effect, favour countries which have hitherto followed 
a highly protectionist policy, in respect of the obligation to improve 
conditions of access. Furthermore, the volume of imports subject to 
preferential treatment ought to be completely free from customs duties 
since a tariff, albeit preferential, would still leave, imports from the . 
developing'countries at a disadvantage with respect to producers inside 
a large regional or domestic market. 
With a mechanism of this kind, imports subject to preferential 
treatment would be effected within the limits imposed by a tariff quota, 
Since for some time few products would be likely to exceed the limit of 
5 per cent, the quota would in fact only apply to these. Thus free entry 
could be permitted for all products certified as having originated in 
a developing country. Only if a group of domestic producers and importers 
of these products from other developed countries so wish (for instance, 
because imports are nearing the limit fixed "for 'domestic consumption), . 
would an actual quota be established. In that case, the co-operation of 
domestic producers in furnishing the figures necessary for calculating 
domestic consumption would be obtained all the more easily since the. 
figures would serve a useful purpose for them. : 
The concept of a tariff quota naturally implies that imports can 
exceed the "limits set, but would then be subject to the tariff imposed in 
accordance with the mo st-favoured-nation clause. Consequently the reduction 
of this tariff in the Kennedy Round would also have a bearing on the 
adoption of a preference scheme. 
All developed countries should take part in a scheme cf this nature, 
so that none has to do more than its share in solving the developing . . 
countries1 problems* .Similarly, all the<developing countries should have 
access to the markets of the industrialized countries on the preferential * 
terms agreed upon. It should, however, be made clear that imports of 
products from developing countries already enjoying previously established 
preferences would "not be admitted under the tariff quotas of the developed .. 
country concerned. _ ."* 
- - /The'purpose 
E/CN.12/693 
Page 242 
The purpose of establishing a generally applicable limit on imports which 
are to benefit from preferential treatment is merely to establish a minimum that is 
immediately acceptable to all the developed countries. If certain developed 
countries find that they.can grant preferences to the developing countries on 
a larger volume of imports, they should not be prevented from doing so provided 
they extend these preferences to all the developing countries. 
Naturally, other details such as the method of assuring certain developing 
countries of a share in exports of manufactured products once the quotas have been, 
used up by other developing countries, special financial and technical assistance, 
and systems for administering quotas, etc. cannot be clarified until the" principle 
of preferences has been accepted by the industrial countries. This is the most 
important point in any case. 
A general preference within the limits of a specific but relatively small 
share of consumption is designed to apply to all manufactured products for final 
use or consumption. With respect to products for intermediate use, the developed ; 
countries should assume more far-reaching commitments. In the past, Latin America 
has found it extremely difficult to export materials that have undergone a certain 
degree of processing on advantegeous cost terms. Yet> in a world of rationally 
organized production and trade the developing countries, should be permitted to -
undertake the initial processing of the raw materials they produce. At present, 
the tariffs levied on semi-processed articles produced by the less developed, 
countries are. often higher than those applied to the primary product in its 
crude form and thereby render diversification of exports more difficult in those 
branches of activity for which the developing countries would often be particularly 
well suited. It should therefore be stipulated that the developed countries reduce 
the tariffs on imports of semi-processed products gradually, to the point of 
eliminating them within a reasonable period. Such a provision could be limited 
to all semi-manufactures whose value added to raw material did not exceed e, given 
perqentage. 
For this type of product, tariff exemption would not be confined to a certain 
percentage of total consumption in the country concerned nor would a time limit 
be set for tariff abolition, as in the case of preferences for finished products. 
Such a commitment would therefore imply a willingness on the part of the developed 
countries to envisage, on a world scale,, structural changes similar to those they 
have undertaken at the regional level. The stage at which the industrial countries 
now find themselves, with their economic integration plans already pledged to large-
scale industrial adaptation, seems the right moment to act with the object of 
simultaneously arriving at a better division of world labour. To defer this task 
would, mean that the developed countries1 industries would have to suffer two, 
consecutive series of adaptation processes, thereby entailing an unnecessary waste 
of resources. No doubt the elimination of tariff differentials \t±11 require 
a period of adjustment, but the difficulties would-not appear to be greater than 
those encountered in establishing the regional groupings in Europe, for which 
a transitional period of ten or twelve years has been envisaged, during which the 
elimination of the tariff differentials would also be achieved, the more so since It 
provides more than enough time to write off invested resources. 
If the period of adaptation does not constitute a sufficient safeguard, the 
developed countries could be authorized to take the necessary steps to see that 
their domestic industry does not experimce a reduction in its present volume of 
production, while ensuring that, imports can compete on equal terms with the 
importing country's domestic production to satisfy the increase in the consumption 
of the semi-manufactured products concerned. ^ ^ ^ tial 
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The preferential measures proposed here ought not to be, dependent 
upon reciprocal concessions. % the developing countries. At their present 
stage, the developing countries.oannoi.really offer many concessions,, 
apart from the abolition of existing preferences favouring some developed 
countries to the detriment of the rest of the developed çountriés and thé' 
under-developed countries. ..Similarly, if the preferences are to be 
effectif, the quantitative re strictions to which various industrial 
products are still subjected should be abolished and no new qûântitative 
restrictions or internal measures apt to nullify the benefits expected 
from tariff reduction.should be introduced, , . 
*. The same purpose would.be served by a change in some of the practicès 
followed in the pastier the developed countries to the detriment of the , 
developing countries. Among these is the fact that .tariff charges levied 
on products for local use and consumption in which a substantial proportion 
of the. components consists of raw material from, the .exporting country are 
frequently far higher than.the charges lèviçd qn similar manufactured oroducts 
The developed countries should fix tariffs at a- level that will not hamper 
the setting up of industries to process such raw materials in the country / 
of - origin.. The^specific duties which impose prpportionately hipher chargés 
on products of a lower unit value should likewise be eliminated. 
From quite another angle, it is true that some developed countries 
already grant preferences in respect of industrial "products to certain 
developing countries. Some of these preferences, have existed .for several 
decades and have created substantial export "flows"that have been very 
useful for the less developed countries, concerned. Other preferences ,t . ^ 
established in violation of the relevant GATT rule are very recent and 
have not yet led ...to currents of trade. „ In order to put the world pattern 
of preferences on a differnt basis the former pattern will have to be 
changed either by eliminating existing preferences or by extending their 
benefits to all the developing countries. "v 
In order to prevent, new distortions of trade to the detriment of-the 
other developing..countries, immediate steps should be taken to ëliminate 
all preferences which have not as yet given rise to trade flows,, When 
such-flows already exist and some developing countries are dependent upon .. 
them, the application of preferences should be limited to the,volume of trade 
attained in the last few years, irrespective of the fact that they ought 
to be gradually reduced--until they are eliminated within- a period of not 
more than ten years. r- -, - : 
. ^ 3-. Some, non-tariff barriers 
These, then, are the decisions thaV are needed with respect to .. 
preferences. It would, however, be advisable to make, in addition, a brief 
review of the non-tariff barriers to exports of manufactures and semi-




These include agreements on cartels and patents concluded between 
foreign industrial and commercial firms, in particular subsidiary and 
affiliated companies and branches of international concerns operating from 
the more developed countries» Such agreements might have the effect of 
preventing the tariff'reductions and preferences granted to the under-
developed countries from actually leading to an export flow of manufactured 
products. Thus, the advantages offered by the elimination of trade barriers 
might be lost«. 
In the first place, since the existence of such cartel and patent 
agreements is liable to give rise to controversy and claims, it might be wise 
to start thinking about the possibility of setting up or organizing special 
machinery whereby any allegations <or 'claims that might be made could be 
examined and pronounced upon« 
Secondly, any attempt to make use of the new export opportunities 
created for the developing countries implies the need to devise means and 
expedients to guarantee that full use is made of such possibilities, 
consideration could be given to the establishment, under the auspices of 
the international trade organization or regional groupings, of committees 
to bring together representatives of international firms and of the Govern-
ments of developing countries, with a view to safeguarding the legitimate 
interests of both parties« 
A further obstacle, namely, the high distribution costs for Latin 
American exports, could be surmounted by the establishment of suitable 
institutions abroad whose function would be to market Latin, American'products 
at a minimum cost and with a maximum of efficiency. Needless to say, it 
is recognized that direct -contact or-communication between producer and 
consumer is often an indispensable'-requirement for the establishment and 
maintenqnce of trade, and that the regular channels should be used. For 
certain products and markets, however, direct contact is not possible 
(s.g», in trade, with centrally-planned economies) or-is beyond the 
resources available to the individual producer (e.g., when, a new 
commodity is to be launched on a market where no suitable trade represent-
ation exists), In other cases, the prevailing arrangements'result in too 
great a mark-up on the producers price and point to the need for streamlining 
distribution and marketing activities« 
e 
For the developed countries, problems of this kind are not so 
acute. By contrast, in the under-developed countries, the cost and 
organization required tend to be beyond the resources generally available. 
The problem could, however, be solved if the industrialized countries 
were prepared to co-operate in the efforts made by the developing 
countries to set up adequate marketing services for all products for 




- In addition, trade- information centres should be established 
ix\ each country or on an international basis to furnish producers in 
the developing countries, with any data needed regarding the size and 
nature of the market; the tastes, needs or preference? of the consumer? 
the requirements of quality and consistency; the appropriate transport 
and delivery schedules; the packing, grading, health and sanitary 
legislation; the documentation and-customs formalities; and such other 
matters as might interest a producer who^ for practical reasons, could_ 
not establish his own commercial contact. Although individual countries 
(or all the Latin American countries collectively) could, to some extent, 
maintain sales representatives abroad,"in view of the cost and specialized 
knowledge involved, it would be preferable for the industrialized countries 
to provide such centres free of charge for the disseridnation of trade 
information to producers in the developing countries* 
•s 
Conclusions 
It would be helpful at this point to assemble all the considerations 
set out in this section in relation to the exportation of manufactures and 
semi-manufactures in terms pf a series of conclusions deriving from the 
present analysis: 
1. The developed countries should accord preferential treatment to 
imports of manufactured and semi-manufactured products from the 
developing countries. These preferences should be granted by all 
the developed countries in favour of all the developing countries 
in accordance with the following provisions: 
(a) Provisions applicable to manufactured products for final use 
or consumption 
(i) The industrialized countries should forthwith grant duty—free 
access to imports of all manufactured products for final use 
or consumption, wherever such imports represent not more than 
5 per cent of the domestic consumption of the importing 
country concerned. Moreover, in specific cases, any 
.. . . industrialized countries would be entitled to grant prefer-
ences to imports exceeding that limit without extending them 
to other industrialized countries provided they apply them 
to exports from all the developing countries. 
(ii) Imports from developing countries which are effected on 
the basis of previously established preferences are not 
included in the quotas x̂ ith duty-free access referred 
to in sub-paragraph (i). . 
/ ( i i i ) Any 
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(iii) Any imports from the developing countries in excess of 
the limits indicated in sub-paragraph (i) would be subject to 
the relevant tariffs under the most-favoured-nation clause, 
(iv) The preferences established in subparagraph (i) would be 
maintained so long as the beneficiary country remains In 
the state of relative under-development which caused such 
preferences to be granted. 
b) Provisions applicable to products for intermediate use 
(i) The developed countries should gradually reduce and eventually 
abolish the tariffs on imports of semi-processed products 
within a reasonable length of time# Such a provision may 
be limited to all those semi-manufactures whose value 
added to the raw material does not exceed a certain 
percentage. 
(ii) The developed countries would, in turn, be authorized 
to take appropriate measures in relation to imports to 
ensure that no reduction occurs in the present volume 
of their domestic industrial production, while enabling 
imports to compete on an equal footing with the domestic 
production of the importing country concerned in resoect 
of any increase in consumption of the semi-manufactured 
products in question, 
2. The following commitments should be undertaken by the industrialized 
countries with a view to the forthcoming GATT tariff negotiations 
(Kennedy Round): 
(i) The most important products exported by the developing 
countries should in no case be included among the very 
few exceptions contemplated to the linear reduction rate, 
(ii) Full advantage should be taken of the system of linear 
negotiations to introduce, concurrently wich each tariff 
reduction on a finished product, at least equivalent tariff 
reductions on all items representing an earlier stage of 
processing of the finished product. 
(iii) No other measures - such as quantitative restrictions, 
specific customs duties or non-tariff measures - tending 
to limit the benefits expected from the tariff reductions 
in question should be introduced, 
3» The developed countries should adhere to the following basic 




(i) The adoption of the measures proposed should not be 
made conditional upon reciprocal concessions by the 
developing countries, with the exception of the abolition 
of existing preferences that are detrimental to some 
developed and less developed countries. 
(ii) Quantitative restrictions on intermediate products" 
products for final consumption should be abolished, and 
no new quantitative restrictions or internal measures 
established that might reduce the effectiveness of the 
concessions granted. 
(iii) In the case*of intermediate products for final use and 
consumption, in which a very high proportion of the 
components cqnsists of raw material,- tariff charges should 
be reduced to a level that would not hamper the s e t t i n g 
up of industries for the processing of those raw mater ia l s 
in a.developing country. 
(iv) Specific customs duties that impose proportionately higher 
charges on products of a lower unit value should be abolished 
4» Steps should be taken forthwith to eliminate the'preferences granted ' 
to some of the under-developed countries by certain developed countries, 
provided that they have not yet led*to the creation of trade flows. 
When such* trade flows already exist, the developed countries should 
limit application of preferences to the volume of trade attained 
in the last few years,'irrespective of the fact that they-ought 
to be gradually reduced and eventually eliminated within a period 
of not more than ten years. 
5. As regards other difficulties in the way of exports of manufactures 
and semi-manufactures by the developing-.countries,, suitable machinery 
should be established to ensure.that specific agreements for 
restricting trade'(cartels and patents)-will not'defeat the pumoses 
of the various measures designed to promote industrial "exports from 
the developing countries. Likewise, the-developing.countries should 
make an effort to set up, with the co-operation of .the developed 
countries, adequate marketing facilities for all products for which 
an improvement in the sales situation, is needed, and to establish 
trade information centres to furnish producers in the developing 
countries with'anydata required. 
/D. TRADE 
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D. TRADE IN INVISIBLES: MARITIME TRANS?OHT 
As set forth in Chapter II of the present report, the availability 
and regularity of maritime transport services and the cost of freight are 
factors of paramount importance for the proper development of Latin America^ 
foreign trade, 90 per cent of which is carried on by sea. The transactions 
arising out of such transport in terms of import and export freight payments 
represent some 2,000 million dollars annually, a sum'which has contributed 
substantially to the deficit In the services account, since the share of 
the Latin American merchant fleets accounts for barely one-tenth of the 
shipping involved in those transactions. 
The almost complete dependence on interests outside the area for 
an element as vital as shipping to the smooth operation of each individual 
domestic economy and to the development of exports, the need to reduce 
the severe drain on the balance of payments represented by this item, 
as also the necessity of taking part in shipping conferences with the 
object of being able to discuss freight practices and tariffs, not 
infrequently considered unsuitable or harmful, are among the motives which 
induced a number of Latin American countries to take measures to encourage 
the expansion of their own merchant fleets. Unfortunately, the great 
maritime powers are constantly adopting attitudes and initiatives which 
make it very difficult to enforce these measures, even though they are 
essentially the same as those that have been, or still are in force, for 
identical purposes, in countries whose shipping enterprises are among the 
most powerful in the world« 
In these circumstances, it is essential to remove certain obstacles 
to the expansion of the developing countries* merchant fleets and to 
establish, through the shipping conferences, operating and tariff standards 
on the formulation of which the users will be consulted in advance« 
The Latin American countries themselves will have to make sufficiently 
vigorous efforts to bring about changes in certain internal factors, which 
also have a markedly adverse effect on freight rates and on the regularity 
of existing services, deficient harbour facilities being a case in point. 
In this way maritime transport can make a better contribution to intensifying 
the region's foreign trade. 
Conclusions 
These general considerations and the more detailed background data 
set out in other sections of this document lead to the following conclusions: 
1. It is imperative that agreements be concluded as soon as possible 




(a) Establishing a. system of'compulsory prior consultation between 
.thè Governments and users concerned, on the one hand, and the 
shipping conferences, on the other, with regard to maritime 
transport, i t s cpst and any changes therein; and 
(b) Ensuring that the . f re igh t rates established by the shipping 
conferences be made public . 
The agencies responsible for promoting world trade, as a l so the 
regional economic commissions of the United Nations, should undertake 
studies without delay, jo in t ly or *d.thin the ir respective spheres 
of act ion, to pave the way for prompt action t o strengthen the 
developing countries* foreign trade and merchant f l e e t s . The ~ 
fol lowing questions should.be examined i n part icular: 
(a) Practices i n force a l l oyer the world i n respect of the 
granting of subsidies and^other ass istance tp national merchant 
f l e e t s , and the, è f f e c t of such pract ices; 
(b) Exist ing preferent ia l treatment i n such matters as a l locat ion 
of cargo by f l a g , pr ior i ty i n the use of ports and the co l l ec t ion 
,of d i f f e r e n t i a l fre ight rates; and 
(c) Freight practices established by the shipping conferencès and 




E. TRADE VITE THE CENTRALLY-PLANNED ECONOMIES 
Reference has been made in the relevant chapters of this document 
to the great trade potential which the inauguration or expansion of 
trade relations with the centrally-planned economies represents for 
the developing countries« But effective use of this potential depends 
on a number of basic factors and decisions0 
Any substantial intensification of trade between the Latin American 
countries and the socialist area naturally forms part of the more general 
problem of integrating world trade as a whole, which involves improving 
upon the sporadic and irregular nature of trade in the past between the 
market and the centrally-planned economies. 
This integration is clearly indispensable, since the efforts made 
to reshape world trade should be primarily aimed at providing greater 
possibilities for the developing countries. The ensuing responsibility 
that devolves upon the industrialized countries must naturally consist in 
a collective effort in which each one plays its part and.undertakescommit-
ments which, adapted to meet the requirements of their-respective systems, 
would represent contributions of equivalent benefit to the developing 
countries. 
There is no reason why differences in system should be an insurmount-
able barrier to the adoption of a bodjf of basic principles determining the 
nature of the equivalent commitments to be undertaken vis-a-vis the less 
developed countries# 
In fact, the possibility has already been mooted at some internatiomal 
meetings of establishing regular contacts for co-ordinating the plans 
of the developing market economies with- those of the centrally-planned 
economies in respect of the formerfs trade requirements. The existence 
of common rules and the progressive integration of the whole world economy 
might play a decisive part in making such contacts more effective. 
In this general context of co-operative co-existence, the joint 
responsibility of the advanced countries for helping those that are 
still at an earlier stage of development stands out even more clearly. 
Although the commitments assumed by the centrally-planned economies for 
improving the trade conditions of the developing countries cannot be 
equal, from thè "administrative point of view, they must in any case be 
of equivalent scope and magnitude. 
Such equivalence is of course impossible to achieve through tariff 
reductions or the usual preferential systems, which have entirely different 
implications for the centrally-planned economies. They have, however, 
a highly effective instrument at their disposal for obtaining it, that of 




A commitment with quantitative targets, whereby the developing 
countries would have the possibility of including in their long-term 
plans and in their anmal policy decisions on foreign trade, predetermined 
and increasing quantities of goods that are of interest to them, would 
in fact, be the most effective way of translating the contribution of 
the industrialised socialist countries into practical terms. Contacts 
for reviewing development plans and greater integration of vjorld trade 
would, as said before, help to make this possible. 
\ f ; 
A commitment of the kind described "would involve an assurance by' 
each of the industrialized socialist countries of its intention to buy, from the 
developing countries as a whole, a minimum annual amount of the ôods exported 
by thèm .in normal world market conditions and-at the prevailing international 
price in the case of. traditional exports-, or with the use of preferential 
tariffs or systems in the case of certain types of processed products. 
Such purchases would go far towards solving the external problems 
of the developing countries while taking into account thè capacity of the 
countries granting the concessions to adapt their economies to the necessary 
changes. 
Equivalence cannot of course be confined to an over-all amount. It 
must also be extended to specific procedures for reaching the complemen-
tary goals mentioned in previous sections, with particular reference to 
the industrialized market economies. The foremost objective is that the 
benefits which the commitments are intended to confer should be offered 
to all the developing countries on equal terms, thus eliminating all traces' 
of discrimination among them. 
Moreover, it is presumed that thesé quantitative trade targets will 
implicitly reflect decisions aimed at rationalizing the distribution of 
world production and trade in specific commodities, by limiting autarkic 
policies in the same way as was surpested for the industrialized countries 
with market1 economies. • 
The equivalence sought should also operate for the kind of product included 
in the quantitative import commitments, so that full use may be made of 
the contribution of the industrialized socialist countries to diversify 
the exports of the developing economies. In other xtfords, the commitments 
should cover not only primary commodities, but manufactured and semi-
manufactured goods. As regards the last two groups, it is admittedly doubtful 
whether an over-all quantitative commitment would suffice or whether preferen~ 
ti al tariffs' would also be .needed on the same lines as those already used by 
some centrally-planned economies to channel their imports towards particular 
supply areas. These tariffs would ensure that the imports in question 
came from developing countries since the latter are bound to have to face 





Again, certain features that are typical of current trade with the 
centrally-planned economies will have to become more adjusted to the 
requirements and characteristics of the developing countries. For example, 
their decision to base the bulk of their trade on bilateral agreements 
will probably have to be accepted for the time being, since It 
is difficult for them to alter their mode of trade at present . 
But acceptance does not imply a relaxation of the efforts being made to 
increase little by little the elasticity of the bilateral arrangements. 
It ought to be possible for multilateralism to be established within 
COMECON, at least in the not too distant future. 
Since Latin America has little experience in trading with the 
centrally planned economies, it might be useful for a regional office 
or agency to be set up to facilitate negotiations and even conduct them 
on behalf of the Latin American countries that were disposed to enter into 
an arrangement of this kind. An agency on these lines would be particu-
larly helpful for the smaller countries, and all the more so as the mode 
of trade in question is new to the region. The agency should of course 
be adapted to fit into the final pattern that will emerge after the 
reorganization of 'World trade. 
Conclusions 
To stan up, the main conclusions to be drawn from these general 
considerations and the background information given in other sections 
are as follows: 
1. The centrally-planned economies should undertake to fix quantitative 
trade targets with the developing countries, and include them in 
their long-term plans and their short-term policy decisions on 
foreigi trade. The targets should take into account the 
development requirements of the underdeveloped countries, in 
the new framework in which it is hoped that world trade will 
expand, and conduce to,a more rational distribution of world 
production and trade in respect of certain products. In the 
case of manufactured and semi-manufactured goods, which, to be 
exported from the developing to the industrialized countries, 
need particularly favourable treatment on the part of the latter, 
the quantitative targets should be supplemented by preferential 
tariffs for the developing countries, 
2, Although a substantial proportion of trade with centrally-planned 
economies will probably have to be conducted through bilateral 
agreements for a time, the aim should be to place them gradually 
on a more multilateral basis, thereby paving the way for a more 
effective expansion of world trade. 
/F . PROMOTION 
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F. PROMOTION. OF .TRADE AMONG THE DEVELOPING COUNTRIES 
Another factor that could help to change the structure of world 
commerce would be the i n t e n s i f i c a t i o n of trade among the developing 
regions themselves. 
The problem assumes various forms according t o whether the developing 
countries in*question are i n the same or d i f ferent regions. 
In the f i r s t case , regional integration schemes are undoubtedly 
the most e f f i cac ious way. of stimulating trade. Morevoer, schemes of th i s 
kind, such as the Latin American Free-Trade Association and the Central 
American- Common Market, are not hampered by current international trade 
regulations, based on the established exceptions to GATT1s most-favoured-
nation clause. 
When the developing countries are not on the same continent the 
problem i s quite d i f f e r e n t , and a case can be made out for establ ishing 
s p é c i f i e preferences that are not designed to progress towards'the complete 
elimination of t a r i f f s , as i n a free-trade area or customs union. The 
provisions in force make no allowance for part ia l arrangements of t h i s 
kind. A similar s i tuat ion might arise i f , for one reason or other, sub-
regional groups or individual countries on the same continent f ind i t 
d i f f i c u l t or impossible to create a free-trade area or customs union. 
I t might a l so happen that countries would want t o abolish dut ies so l e ly 
on certain products i n the same industr ia l sector , or as part of a plan 
to distr ibute just a few industr ies among themselves. 
In a l l three cases , substantial trade flows might wel l be created. ; 
But i f preferences were applied without being made extensive to the 
developed countries , t h i s would const i tute a v io la t ion of current ru les . 
"Hence, i t i s e s s e n t i a l for new exceptions to be made to the most-favoured-
nation clause so that arrangements of the kind, envisaged may come i n t o being. 
Such preferences should not , of course, weaken or replace commitments 
t o implement the more far-reaching regional plans. Mien.they are applied 
between countries on d i f f erent continents, appropriate measures would a lso 
have to be taken to prevent the new inter-regional trade currents from 
entering into c o n f l i c t with import subst i tut ion a c t i v i t i e s on a regional 
ëcale and t o avert the danger of s e t t ing up a veri table mosaic of preferences. 
For a l l these reasons, i t would be advisable for the developing 
countries to make a further study of preferences and other measures t o 
stimulate their mutual trade before framing s p e c i f i c proposals. They 
would be greatly helped in the i r task i f an i n s t i t u t i o n a l structure were 
to be established a f t e r the United Nations Conference on Trade and Develop-
ment, particularly1 i f i t were decided to s e t up a spec ia l mechanism t o 
deal with the problems common to the developing countries. 
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In the meantime, however, it is essential to take action with 
respect to the preferential systems already existing between certain 
developed and developing countries that hinder the formation of closer 
economic ties among the less advanced countries. Firstly, the fact that 
preferential access to the markets of some developed countries is enjoyed 
solely by a select number of developing countries on the same continent 
may be impeding the creation of a region-vri.de common market for one reason 
because investment would naturally tend to concentrate in the countries 
enjoying preferential treatment in the major markets of the industrialized 
countries. Investment would thus be diverted to the detriment of the 
countries without preferential access, which, in such circumstances, might 
doubt the wisdom of forming a common market with the more favoured countries, 
Secondly, some industrialized countries are accorded preferential treatment 
by some developing countries, which means that others in the latter category 
have no chance of competing on the same markets. These preferences, which 
are a relic from the past, are thus preventing the formation of ties 
between countries at the same stage of development and with similar 
interests. What is more, they are not vitally important to the countries 
that receive them. They should therefore be gradually but very swiftly 
abolished. And in no case should any developing countries be allowed to 
establish new preferential tariff reductions in favour of particular 
developed countries. 
Conclusions 
From the foregoing considerations, it is possible to draw at least 
some general conclusions on certain problems involved in expanding trade 
among the developing countries: 
1. Proper use of the trade potential between the developing countries 
may entail the adoption of preferential measures designed for 
that purpose» 
2. Before specific measures of this kind are worked out, and in order 
to avoid the problems that might be caused by an indiscriminate 
extension of preferences, the developing countries should undertake 
a general examination of the rules and principles that might best 
stimulate reciprocal trade. 
3. Such rules and principles should be given special attention by 
the relevant institutional machinery that may be created by the 
United Nations Conference on Trade and Development as part of the 
ultimate aim of reorganizing world trade. 
4. The preferences enjoyed by some developed countries in others 
that are developing should be abolished without delay, and the 




G» TRADE AMD DEVELOPMENT FINANCING 
The. adoption of new rules and principles for world trade and the 
removal of the existing obstacles and limitations, as envisaged in previous 
sections, could do much to create a more favourable climate for foreign 
trade and thus give the developing countries a chance to surmount some 
of the main obstacles to a more rapid and sustained growth of their ' 
economies. 
But the question, is not simply one of agreeing on and creating 
more propitious conditions in the light of two distinct factors: 
on the one hand, the huge potential trade deficit of the under-developed 
regions and the fact that it will be difficult for the measures taken 
to bear fruit rapidly enough, and, on the other, the inadequacy of the 
internal financial resources that can be mobilized by the less developed 
economics - during an interim period at least - to meet the requirements 
of a more rapid rate of groxfth and to make full use of the new possibilities 
of expanding and diversifying their exports. 
It is clear that trade problems cannot be separated from those of 
international financial co-operation for the developing countries, 
particularly, as the early part of this study points out, in view of the 
critical financial situation of the Latin American economies, their need 
•of additional foreign capital and the changes that will have to be made 
in the terms on which such loans are serviced. 
To get a better grasp of the problem the question of financing 
should be divided into four basic aspects: long-term development financing; 
compensation for the adverse repercussions of the external terms of trade; 
short-term balance-of-payments loans; and foreign trade credits proper. 
1. Long-term financing 
The main problem is beyond a doubt long-term development financing. 
A lengthy examination of this problem to determine its magnitude and 
traditional pattern and the form it should talee in future would be outside 
the scope of this document, but it is essential to point out at least a 
few general considerations that have a fundamental bearing on the question. 
One of these considerations is the need for external financing to 
be regarded not merely as one of the main factors directly influencing 
international trade, but also as an integral part of the responsibility 
incumbent upon all the industrialized countries to pursue the basic 
objective of accelerating the growth of the developing economies. This 
is not a responsibility which can be shouldered by certain, developed • 
countries vis-à-vis a particular number of developing countries; it 
must be viewed as a mutual obligation on the part of thè whole of the 




The high degree of external indebtedness already reached by some 
regions, and certain Latin American countries in particular, raises at 
least two additional issues: the need for external financing to complement 
an investment effort which should be primarily based on the increasing 
mobilization of domestic savings, and the need to overhaul the terms, as 
regards maturity dates and rates of interest, on which such credits have 
customarily been granted. 
Considerable progress has already been made in the former thanks to 
the fact that an increasingly large number of under-developed countries 
are adopting a policy of planning their economic and social development» 
The preparation of development plans brings in its turn fresh requirements 
as regards the trend of external loans which should be given as supplementary 
financing for the plan as a whole rather than for individual investment 
projects, as they used to be. 
As regards credit terms, there are other important aspects to be 
borne in mind apart from the fundamental questions of maturity periods 
and interest rates. One concerns the limitations to the type of activity 
that can be stimulated by external assistance. What it amounts to, in 
the last analysis, is to prevent the implementation of certain practices, 
such as those formerly applied to certain extractive industries, which 
made it impossible for external resources to be used to start or develop 
activities that might be vital to the economy of some developing countries. 
This consideration is equally applicable to external financing practices 
whereby financial collaboration is often made contingent upon the purchase, 
in the lending country, of goods which the recipient can import with such 
assistance. This has turned out to be yet another obstacle to the growth 
of multilateralism in world trade. 
2. Compensation for the deterioration in the terms of trade 
The general problems of long-term development financing are closely 
linked up with another which has had a profound effect on Latin America's 
economic development in the past, i.e. the deterioration in the region's 
external terms of trade. The impact of this phenomenon on income growth 
and the purchasing power of Latin American exports is well known; suffice 
it to recall the comparisons in the initial chapter of this document 
which show the enormous disparity between the increase in the volume of 
the region's exports and its actual foreign exchange earnings during the 
second half of the fifties. 
More than once, in fact, the deterioration in the terms of trade 
has been so great that it has largely wiped out the positive effect of 
external financial assistance and nullified the efforts made to expand 




But, despite the overwhelming importance of this phenomenon, no 
steps have yet been taken specifically to recompense the under-developed 
countries for the losses they have suffered through it» Consequently, it 
seems only natural that, when a new international trade policy is to be 
framed, a factor of such basic importance should be included for 
consideration* 
In reality, the future magnitude of the problem depends on the 
resolute and effective way in which the other problems raised in this 
study are tackled. Changes in the traditional trade policy of the major 
developed regions, the progressive diversification of the exports of the 
developing countries and, in general, the redefining of many of the 
rules and principles governing international trade, are all factors that 
would at the very least give much more stability to the terms of trade in 
the long run. Consequently, the more successful the efforts made to 
adopt and effect such changes, the less need there will be for a new 
compensatory plan to prevent a repetition of the severe damage that was 
inflicted upon the developing regions in the past. 
This does not of course mean that, until such efforts have met 
with full success, no specific measures should be taken to protect the 
developing countries against a repetition of past experiences. Hence the 
importance attached to the proposal approved by the United Nations that 
a group of experts should be requested to prepare a compensatory financing 
project, which was submitted for consideration by the Commission on 
International Commodity Trade JJ in March 1961 under the title of the 
Development Insurance Fund. 6/ 
7/ United Nations, International compensation for fluctuations in 
commodity trade (E/3447 - E/CN.13/40). 
8/ In the relevant General Assembly resolution the mandate of the group 
of experts was defined as follows: "to assist the Commission on 
International Commodity Trade in its consideration of commodity 
problems 6y examining the feasibility of establishing machinery, 
within the framework of the United Nations, designed to assist in 
offsetting the effects of large fluctuations in commodity prices 
on balances of payments, with special reference to compensatory 
financing In their report, the group of experts considered 
"it essential that short-period fluctuations in primary commodity 
trade be seen in the perspective of the underlying trends affecting 
commodity markets. This approach is, in fact, suggested by the 
reference in the report of the Commission on International Commodity 
Trade to 'problems arising in compensation when fluctuations in 
export proceeds are due to causes of a structural origin relating 




The scheme proposed is. pne„ of automatic compensatory financing for 
declines in the export proceeds of all the'-- participating countries - ; 
(developed òr develòping), cpmputéd yearly on a three-year movable basis, 
representing the arithmetical âverâgë of. export ine cane in the. three years-, 
immediately preceding thé y ear. in question, -
The Fund is envisaged as a form of insurance (with benefits'not' 
completely repayable) or-as a combination of an insurance scheme with a 
system of contingent loans* It is suggested that it should be financed 
in the following tfayi \ " 
(a) Prò rata deductions on the basis of the value of the exports.-
of a l l the participating countriesj 
;(b) Premiums to be paid by the developing countries in proportion 
to-their gross/national product ; or 
(c) Â combination^of (a) for thê  lôw-income countries, or primary 
producers and (b) for the industrialized or high-income 
countries, ' 
The different fomulas proposed show that it is extremely, difficult ... 
to establish a criterion for the balanced compensation, of losses in * 
export income and that, as regards the criteria chosen for determining : 
contributions to the Fund, a few highly developed countries would always 
be called upon to finance the bulk of the scheme. 
Established on these'lines, the Fund*s field of action would tend to 
be limited, and would not fully meet the essential requirement of offsetting 
the long-tem deterioration in the terns of trade. The scheme does, 
however, embody seme highly important principles, and the developing * 
countries should therefore give it their full support so that it can 
eventually be equipped to play the important role, that behoyes it.« 
Similar observations can be made on.the Fund for Stabilization of 
Export Receipts, which was proposed in 1962 by the Organization of ̂  
American States, This plan is designed 'even more specifically to deal . 
with shor^tem fluctuations, which arèalréady covered (albeit less 
automatically) by the .International, Monetary Fund, as will be explained 




In short, the Fund suggested by OAS has all the limitations of the 
Development Insurance Fund. • 9/ Moreover, the system of credit it 
envisages, which differs from the mixed system of social insurance and 
credit embodied by the Insurance Fund, the nature of the contributions 
and the system on vjhich the resources deriving from both categories of 
parti;cipante& would be used, do hot seem to offer any additional advantages. 
It seems clear, therefore, that the problem of compensating the 
developing countries for the deterioration in their terms of trade calls 
for a far more thorough examination in future and that its solution must 
continue to be one of the most important objectives within the efforts 
to remodel world trade on more equitable bases. 
3. Financing of short-term fluctuations 
In addition to development financing proper, and to the necessity 
of preventing or offsetting the adverse effects of the terns of trade, 
problems of yet another kind arise: those connected xtfith financing 
requirements to cover short-term fluctuations, which fall mainly within 
the5 sphere of responsibility of the International Monetary Fund. 
The importance of problems of this type is all the greater inasmuch 
as for the last ten years Latin America's monetary reserves have followed 
an uninterrupted downward trend, xtfhile its imports have increased. 
9/ : The main difference between the OAS scheme and that of the United 
Nations is that the former is simply a revolving credit fund whose 
benefits are confined to the countries that are largely dependent 
on their exports of primary commodities. 
The OAS Fund would be financed by capital contributions up to 
.1,800 million dollars, of which two-thirds would come from the 
developed countries (category B) and one-third from the developing 
countries (category A). The contribution of the'latter would be 
proportionate to the value of their exports, and of the former 
in accordance with their trade and national income levels. The sum 
of the Fund would be calculated on the basis of the disequilibria 
observed during a period of reference (1951-59), with the addition 
of a 20 per cent safety margin. Only the countries that are 
members of the. International Monetary Fund would be- "allowed to 
participate. The. maximum credit available to a country would be 
66 per cent of its export shortfall and up to 20 per .cent of the 




While the rate of growth of monetary reserves is slower throughout 
the world than that of trade, and as a result insufficient liquidity is 
the general rule, the process obviously assianes particularly serious 
proportions in the case of Latin America, 
With the exclusion of Venezuela,10/ Latin Americans total 
reserves amounted to 1,704 million dollars in June 19639 11/ a sum 
virtually equivalent to the average balance-of-payments deficits of the 
same countries in the three-year period 1960-62 (1,736 million dollars). 
These reserves, as at the same date, constituted one and a half times 
as much as the aggregate International Monetary Fund quotas of the 
Latin American countries, whereas the official reserves of the members 
of the European Economic Community were almost eight times greater 
than their IMF quotas. 
Thus, the inadequacy of their monetary reserves makes the Latin 
American economies particularly vulnerable to the negative e f f e c t s of 
t h e i r t r ade balances» 
In such circumstances, the International Monetary Fund decided in 
February 1963 to authorize drafts of up to 25 per cent of the applicant's 
quota, to cover temporary shortfalls in export r e c e i p t s , provided 
that these represented short-tern downward movements, attributable to 
circumstances beyond the control of the member country concerned. The 
Fund also declared its readiness to waive the limit - 200 per cent of 
the quota - set on its holdings of any member country*s currency,, 
whenever this was deemed necessary. For the purposes of graduating these 
credits, the Fund bases its calculations on the trend of export earnings, 
computed in terms of thé income registered in the years immediately 
preceding the application, and on short-term prospects. 12/ 
10/ Venezuela, Peru and the Dominican Republic are the only countries 
in Latin America that do not show balance-of-payments deficits 
in 1960-62; but the first of these is in an exceptional position, 
which justifies its being set apart frcm the rest of the region 
for the purposes of the present analysis. 
11/ Official, reserves: gold and foreign exchange in the possession 
of the Central Banks, plus the International Monetary Fund gold 
tranche, when available (see International Financial Statistics, 
September 1963, p. 17). 
12/ The only Latin American country that has so far obtained a 
credit of this kind is Brazil (60 million dollars), and recently 





Although most of the countries of the region are subject to the 
pressure of balance-©f-payments difficulties deriving from the uiidul'y 
low value of their exports, it seems unlikely that they will find it 
easy to adapt their problem to the conditions governing these new credits. 
For what is undoubtedly true is that the critical situation of the region 1 s 
foreign trade is not necessarily imputable to a fall in absolute levels of 
export earnings, although such a decline has actually taken place in 
some instances. While in many cases it has been"successfully prevented 
by virtue of increases in the volume of exports that have offset price, 
decreases, the commonest problem consists in the failure of export 
earnings to expand commensurately with the heavier import requirements 
deriving from the growth of the population and from economic development 
itself, largely because of the decline in the prices of staple exports. 
No provision is^made to meet this situation in the Fund's existing 
regulations. • 
Even so, the efforts recently made by the International Monetary 
Fund, strictly within the limits of its sphere of action, undoubtedly 
constitute positive steps which could, moreover, be supplemented by . 
further provisions to give them greater scope and flexibility. In this 
context, special mention should be made of the suggestions formulated by 
the Organization of American States, whose main proposals are as follows: 
(a) That in determining the magnitude of the decline in export 
earnings, more importance should be attached to their 
behaviour trends in the three-year period preceding the 
year in which the decrease takes place than to projections 
of exports for the two years immediately following it; 
(b) That an exception should be established whereby compensatory 
credits are treated as completely independent of-the structure 
of the gold tranche 13/ and of other successive credit 
tranches, so that the fact of obtaining compensatory credits 
neither directly nor indirectly militates against a member1s 
chances-of obtaining a current credit; 
(c) That the amount allocated by the Fund to compensatory financing, 
over and above its current transactions, should be increased 
from 25 to 50 per cent of the member country's quota. 
13/ The term "gold tranche" refers to those purchases of currency 
which do not raise the Fund's holdings in the currency of thé 




The first of these proposals would give the scheme a higher degree 
of automaticity, which is a desirable aim; it could thus be further 
improved by the establishment of a provision that statistical evidence 
of a fall in income would be sufficient to sanction recourse to the 
Fund, with the consequent exclusion of all subjective elements from 
the consideration of applications. 
The foregoing proposals would also be strengthened by a more 
flexible approach to the question of time limits for repayment of drafts 
authorized by the Fund, making them contingent upon'the subsequent 
evolution of the capacity for payment of the country that was in 
difficulties, Moreover, an extension of current time limits, managed 
with the judiciousness characteristic of this institution, would not 
affect the liquidity of the Fund, 
Lastly, attention should.be drawn — even though only in passing -
to the close relationship between these aspects of compensatory financing 
and those connected with the problan of international liquidity, a topic 
which has recently been arousing increasing concern in international 
circles. This question is not only of interest to the industrialized 
countries but also of great importance for the developing regions. 
Whatever remedial measures are applied should take into account the 
fact that for the latter the problon of liquidity is not of a transient 
or fortuitous nature, but springs from basic causes that will have to be 
attacked at their very roots - that is, by a reconstruction of 
international trade whose explicit objectives will be support for the 
developing countries, broader and better balanced world trade flows, and, 
in consequence, a more satisfactory distribution of monetary reserves, 
4# Financing of foreign trade 
In conclusion, to supplement the consideration of long-term 
development financing and compensatory financing of short-term 
fluctuations, attention must be turned to other problems relating 
to the financing of external trade Hows proper. In this connexion, 
some allusion, however brief, must be made to their historical 
background, to facilitate a more precise understanding of their 
nature. 
The economic crisis of the thirties brought about radical changes 
in the field of international financing. One of its most serious effects 
was to put an end to the system under which the financing of imports and 
the purchase of imported goods represented entirely separate and 
independent operations. Until then, the importer had been free to make 
whatever credit arrangements suited him best in order to finance imports 
of the goods that were offered him on the most attractive terms in 
respect of price, quality and delivery times. This practice was 
gradually superseded by a new system, under which credit is granted to 
the producer with a view to its use as an instrument of competition to 
promote the exports of the recipient country, A new type of financing 
of international trade was thus created, generally known as suppliers1 
credit, with maturity periods ranging from 180 days to 5 years, but 
sometimes extended to 10 and even 12 years, /The virtual 
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The v i r t u a l e l imina t ion of long-term ex t e rna l f inanc ing 
operations has compelled the capital-importing countries - i . e 0 , those 
at l e s s advanced stages of development - to have increasing recourse 
to suppliers1 c red i t , as the only way of supplementing the extremely 
low rate of domestic savings and very l imited means of external payment 
to the extent necessary for the attainment of a minimum acceptable rate 
of economic and soc ia l development. 
Over-uti l izat ion of suppliers' credit in the f inancing of the 
economic development of l e s s advanced countries has created serious 
probloas both for borrowers and for lenders. The former have been 
gravely handicapped by a disproportionate accumulation of medium-term 
external debts, which has been r e f l e c t e d i n a substantial decrease i n 
t h e i r capacity for external borrowing and, consequently, i n the ir 
development p o s s i b i l i t i e s . On the other hand, the capital-exporting 
countries have had t o cope with unremitting pressure, both on the part 
of the borrower countries, whose aim i s to get the time l i m i t s for 
repayment of suppliers1 credi t extended, and on that of the i r own 
exporters, engaged i n the struggle to secure a better competitive pos i t ion 
and thus increase t h e i r share in the markets of the developing countries. 
These circumstances have contributed to the disorganization of export 
credit — inasmuch as i t has been impossible to standardize maturity 
periods on the bas is of the nature of the exported good and the amount of 
the transaction - and t o i t s misuse as a subst i tute for long-term credit 
i n the financing of development in the r e l a t i v e l y l e s s advanced countries• 
This problem also has other s ign i f i cant repercussions. In so far 
as e f f o r t s to d i v e r s i f y the exports of developing countries make progress, 
the l a t t e r s 1 opportunities of placing manufactured goods on foreign 
markets would be seriously l imited i f they had to ccmpete with products 
from developed countries enjoying the support of l i b e r a l suppliers' 
cred i t . The obstacles would be s t i l l more formidable, of course, i n 
the event of the pers istence of the practice of making loans from 
industr ia l ized t o developing countries contingent upon the purchase of 
goods from the country granting the cred i t . Unless spec ia l mechanisms 
exis ted for the financing of exports from the l e s s developed countries, 
and the l a t t e r were free t o use the funds .^obtained for imports from the 
markets of origin that suited than bes t , i t i s hardly conceivable that 
these developing countries could come t o play an act ive part in international 
trade in manufactured goods. 
Conclusions 
From the foregoing considerations, taken i n conjunction, the 
following conclusions can be drawn: 
1 . All the industr ia l ized countries should help to finance the 
development of the l e s s advanced economies, contributing resources 
which should at l e a s t represent a uniform proportion of the ir 
respective gross domestic products. In t h i s context, i t would be 




United Nations which expresses "the hope that the annual flow 
Of international (technical) assistance and capital ,,, might 
reach as soon- as possible approximately 1 per cent of the 
combined national, incomes of the economically advanced countries111 
(resolution 1711 GXVI), December 1961), 
2« If such financial assistance is to attain-the fullest possible . 
measure of efficacy, it must be envisaged as a supplement to 
the maximum savings effort that- can reasonably be made by the 
borrower country. The amount,' terns of payment and other 
conditions 'of external .financing should be established primarily 
' in conformity with integrated, development programmes* 
3« The terns established for the servicing of external financing -
must take into account -the magnitude of the commitments already 
assumed by the developing countries in relation to their cumulative 
external debt, 
4« It is essential that suitable mechanisms should be instituted . 
. to compeneate the developing countries for any damage that may- . 
be. done to their interests in the future as a result of .subsequent 
deteriorations in their teims of trade. Here the basic.principles 
embodied in the United Nations1 proposal concerning a Development-
Insurance Fund may prove useful, and with the necessary adjustments, 
the scheme put forward might effectively serve this fundamentally. • 
important end. 
5» The compensatory credit systems inaugurated by the International 
Monetary Fund in February 1963 constitutes a definite step towards 
the solution of short-term financing problems. This undertaking 
would gain in strength and value by the adoption of the 
•trecommendations formulated by the Organization of American States 
(at the session of the IA-ECOSOC Special Committee on Basic Products, 
5-9 August 1963). It xiould also benefit by an increased degree of 
autcmaticity in .the granting of funds, as well -as frcm reconsideration 
by the International Monetary Fund of the general conditions for 
repayment of drafts outstanding* with a view-to greater flexibility 
in meeting the needs of developing countries affected by . ? 
circumstances beyond th£ir control, 
6, Problems relating to insufficient international liquidity cannot 
be approached from the standpoint of the situation of the 
industrialized centres alone; the position of the developing- " 
countries must also be taken into consideration, and in their case, 
rather than transient circumstances,, basic problems are involved-; 
whose solution will entail fundamental changes of direction in 




The use of credit as an instrument to promote exports from the 
industr ia l ized countries dec i s ive ly l i m i t s the competitive capacity 
of exports from the r e l a t i v e l y l e s s developed countries. The 
industr ia l ized countries should therefore adopt p o l i c i e s designed 
to standardize the application of suppliers1 credit for the short 
and medium-term financing of exports. To t h i s end, the countries 
i n question should es tabl i sh uniform export credit financing and 
insurance pract ices , in co-ordination with the international 
financing mechanisms which, by means of appropriate credit, systems, 
can strengthen - as one agency has already begun to do - the 
competitive capacity of the developing countries. This w i l l 
prevent the terms of payment from const i tut ing a determinant o f the 
direct ion of international trade f lows, to the detriment of basic 
considerations of pr ice , qual i ty and del ivery times. 
Similarly , the capital exporting countries should accord 
the ir contribution t o the financing of the l e s s developed countries 
investment programmes on terms that allow i t to be used for the 
purchase of manufactured goods in developing countries, including 
the rec ip ient , provided that the goods so purchased form part of 
the investment financed and that provision i s made to ensure 
s t r i c t observance of the basic pr inciples of competition as 




HI THE INSTITUTIONAL STRUCTUEE OFTJOHLD TRADE: 
BASIC COUDITIONS 
The new regulations' and measures for the benefit of the developing 
countries that result from the world conference will call for a suitable 
institutional framework if they are to be fully effective. Such a struc-
ture is necessary for the purposes of following up the application of the 
regulations, carrying out studies of trade problems and prospccts and 
making objective evaluations where disputes arise, enabling the balance 
of reciprocal benefits to be restored in the event of its disturbance, 
and constantly revising the regulations to bring them into line with 
future requirements. As regards the basic substance of these regulations, 
the necessity of modifying traditional concepts and opening up new paths 
has been clearly shown. Similarly, the kind of institutional mechanism 
that is appropriate will have to be decided upon in the light of the need 
for trade to contribute to the smoothly co-ordinated development of the 
world as a whole, not with the primary intention of safeguarding time-
honoured practices or existing systems. 
This decision cannot well be made without an evaluation both of 
existing institutions and of the requirements that future institutions 
will have to meet. From such an evaluation the following important 
points emanate: 
(a) The institutional structure of the future should be the central 
and unfailing source of motive-power for action to deal with world trade 
problems as a whole, with special attention to the needs of developing 
countries. At the present time, the organizations concerned with the 
problems of world trade are so numerous that the x̂ hole aggregate of 
questions seems to have been broken down into a series of clusters. 
Undoubtedly, various aspects of world trade must be studied and tackled 
separately, but this does not necessitate the dissipation and duplication 
of effort, or repeated discussion of the same subject by different 
agencies, such as frequently takes place at present. Even more important 
is the fact that the sporadic agencies of today seem to lack the real 
capacitjr to look ahead and adapt themselves to changing requirements and 
arrange for a rational division of labour, nor do they ensure a uniform 
and broadly-conceived approach to the problem. 
It was precisely these shortcomings which constituted one of the 
mainsprings of awareness of the need to convene the United Nations 
Conference on Trade and Development, even for the countries that are 
members of many of the existing agencies. It would therefore seem 
essential that the Conference itself should serve as a basis for the 
creation of the future institutional mechanism, and this requirement 
is of particular importance for the developing countries. 
/(b) The 
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(b) The principal function of the. new i n s t i t u t i o n a l structure must 
be to ensure, in the f i r s t - p l a c e , that the decis ions of the Conference 
are complied with, and, as regards the future, to guarantee the p o s s i b i l i t y 
of reaching new decis ions whenever t h i s i s deemed necessary. I t s . b a s i c 
object ive , of course, w i l l have to be the development of international 
trade in to an e s s e n t i a l instrument for the more equitable "distribution of 
world income. I t i s true that the ex i s t ing organizations have: studied 
many of the problems with which the developing countries have been face , 
and since the publication of the Hab'erler Report, GATT has devoted 
increasing attent ion to these questions. But more than f i v e years have 
gone by since then, and the resu l t s achieved have been notably slow and 
unsatisfactory in re la t ion to the urgency of the problems concerned. Too 
much time has been spent on mere analyses, instead of the establishment 
of de f in i t i ons and the widespread adoption of s p e c i f i c commitments. !Jhile 
i t i s not necessar i ly the internat ional organizations that are c h i e f l y 
responsible for t h i s s tate of a f f a i r s , but the Governments themselves, 
whose consent i s rçecessary f o r a n y progressive measure, the dogmatic 
nature of certain, regulations (such as the most-favoured-natioh clause) 
which are applied indiscriminately to countries in widely d i f f e r i n g > 
s i tuat ions , and the minimal representation of the developing regions ( for 
example, in GATT) have probably added to the d i f f i c u l t i e s of exploring 
new avenues. 
The United Nations Conference, then, affords an opportunity to do 
away with some of these drawbacks and reconsider rules and regulations 
i n the l i g h t of the needs of the immediate future. The problem of world 
trade in particular must from now on be considered j o i n t l y with development 
and financing problems.- Onde the. content of the regulations and measures---
adopted to t h i s end has been c l a r i f i e d , i t -will bè poss ible to,determine 
what form should be taken by the new i n s t i t u t i o n a l structure required for 
the implementation of the decis ions adopted as regards the substantive 
aspects of the regulat ions. 
( c ) ; The . ins t i tut ional mechanism of thè future must ensure the 
e f f e c t i v e observance and application of the rules and measures establ ished. 
Experience shows that ex i s t ing regulations are"not s t r i c t l y observèd, 
and there i s . a certain tendency.to accept f a i t s accomplis. Although 
GATT contains a provision ( a r t i c l e 3QŒII) under the terms of which the 
balance of benef i t s can be restored i f any benef i t accruing to ,a 
Contracting Party i s n u l l i f i e d or impaired, i t has seldom, been invoked, ' ' 
part ly because the. procedures establ ished are so awkward and toilsome as • 
to const i tute yet another discouraging fac tor . Moreover, the need to 
secure a decision by the organization i n plenary might mean that p o l i t i c a l 
considerations and mere voting.power carried weight in"a matter that 
should be s e t t l e d on the basis of s t r i c t l y l e g a l and economic c r i t e r i a . 
/ I f i n 
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If in the future the international organization is to retain the 
confidence of its members, the institutional mechanism must be consonant 
with its needs and requirements. Consequently, this mechanism must be 
strong and efficacious. Otherwise, it could not impose its authority 
on increasingly powerful regional groupings which tend to justify their 
non-observance of world trade rules on political grounds. The stronger 
the organization, the more effectively it will be able to discourage 
infractions. An advisable move, therefore, would be to buttress the 
procedure for re-establishing full application of the regulations, when 
breaches have occurred. To this end, a standing committee composed of 
independent personalities might usefully be set up for purposes of invest-
igation and arbitration, so that it could take direct cognizance of 
complaints relating to infractions, without the plaintiff's having first 
to resort to the organization in plenary. To strengthen the preventive 
effects of this body, some thought mipht also be riven' to the 
possibility of submitting other countries1 measures to its consideration, 
even if they had not yet come into force or done any damage. The country 
submitting the complaint should be entitled to adopt counter-measures 
unilaterally if, within a reasonable space of time (four months, for exam-
ple) after the presentation of its appeal to the appropriate agency, the 
latter had taken no decision either way. The injured party should 
likewise be free to apply unilateral counter-measures if, within the same 
period, the other party did not comply with the recommendations made to 
it. Such measures should not be applicable on the basis of the most-favoured-
nation clause, but should be permitted to be directed soldly against the country 
infringing the regulation. They would continue in force until the agency 
had issued its verdict on the existence of the infraction and on the 
appropriateness of the counter-measures in question. Thus the party 
submitting the complaint would not find its hands tied in face of faits 
accomplis. Lastly, it should be made clear that counter-measures could be 
adopted not only by the country whose interests had suffered, but also by 
countries which the infraction did not directly affect,, In view of the 
inequality between the major countries and regional groupings on the one 
hand, and many of the smaller countries of the world on the other, indivi-
dual self-defence is frequently ineffectual. The establishment of the 
right of collective self-defence in trade matters, on the same lines as 
are laid down in Article 51 of the Charter of the United Nations, might 
provide countries whose bargaining power was limited with a means of 
inducing the stronger nations to keep the rules, 
(d) The institutional structure of the future must be universal in 
its scope. At the present time, for example, many of the developing 
countries and most of the centrally-planned economies are not contracting 
parties of GATT, World trade constitutes a single whole; trade between 
different categories of countries or in respect of certain products can be 
analysed separately, but measures adopted in one direction inevitably 
affect trade with other groups. Consequently, the United Nations Conference 
must lay the foundations for this universality. If regulations designed 
to promote the trade of the developing countries could be adopted by common 
accord, and if it were possible to establish commitments of equivalent 




should be a universal i n s t i t u t i o n a l structure, incorporating countries at 
d i f f e r e n t stages of economic development and with d i f f e r e n t economic 
systems. But universa l i ty should not cons is t merely in"the setting-up of . 
a forum for discussion; on the contrary, i t should be based on.a ser ies 
of s p e c i f i c Regulations of rea l s igni f icance that would l ink up a l l the 
members of the world trade community, , 
1 . The future i n s t i t u t i o n a l structure 
Thus to f u l f i l these aims and conditions, an adequate ins t i tu iona l 
organization i s e s s e n t i a l . From a number of standpoints,.the- framework of 
the United Nations i t s e l f would provide a suitable basis for a body, of 
t h i s kind. The universality-of'membership lacking in GATT'Is a feature 
of the United Nations, as demonstrated by the fac t that Members both of 
the Organizat ion. i tse l f and of the special i sed agencies w i l l be talcing 
part in the Conference' on an equal footing<, The United-Nations has 
always placed the :nain emphasis.on economic development, problems, and 
interna oior-ol trade problems have always been analysed, both i n the . 
secretariat and in the regional economic commissions, in re la t ion to the 
more general problems of economic development as 'a whole0 '' A new organization 
within the framework of the United Nations could i t s e l f give' e f f e c t to the 
resolutions and ideas.adopted by the Conference, and ensure that they were 
given due pr ior i ty . Furthermore, a new i n s t i t u t i o n could be organised on 
rat ional and up-to-date l i n e s , which would be more d i f f i c u l t i f an ex i s t ing 
structure were remodelled. I t i s true that the United Nations' f i r s t 
attempt to se t up a world trade organization of this kind, under the Havana 
Charter, xiras a f a i l u r e . Yet f i f t e e n years l a t e r , the problem of world 
trade not only remains unsolved, but has become far more pressing, because 
of the constant deterioration i n the s i tuat ion of the developing countries. 
I t i s Incumbent upon the United Nations to deal thoroughly'with th i s . , 
problem as indeed i t has already begun to do. 
* ** 
A new organization of t h i s type could both take oyer the rules of 
GATT and make f u l l use of i t s valuable accumulation of experience', subject, 
to approval by the Contracting Part ies . There would also have to be 
agreement wi'th other.United;Nations organizations, such as FAO, the 
International Monetary Fund and the World Bank, on a rat ional d iv i s ion of 
labour. 
I t has been suggested as .an alternative that GATT i t s e l f could 
const i tute the new organization, by improving i t s rules and procedures 
i n l i n e with present-day needs. Such a solution seems neither simple, 
nor necessari ly advisable, in view of the far-reaching-changes that would-
have to be introduced in i t s membership, structure^ rules and procedures. 
Of the 113 States Members of the . United Nations, only f i f t y - e i g h t are 
Contracting Parties to GATT,. yftlile a further f i f t e e n countries are subject 
to specia l t e m s giving them t h e right to speak but not to vote . • Moreover, 
the changes required in world trade must, i f they are to contribute 
e f f e c t i v e l y to the-developing countries1 economic growth,' be based on 
pos i t ive rules," They-can hardly be introduced as mere exceptions to such 
generally applicable rules as the. most - f a v o u r e d - n a t i o n .••clause* 
I f the problem i s approached only i n tems6 of new exceptions, 
/ i t i s 
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i t i s not to be expectcd that the necessary i n s t i t u t i o n a l 
framework w i l l emerge based on pos i t ive rules whose application i s to 
achieve a l l the object ives sought. In a l l probabil i ty, too, the new 
exceptions to the general miles could be put in to e f f e c t by a Contracting 
Party only i f each and a l l of them had previously deposited the instrument 
of r a t i f i c a t i o n for the amendment i n question. To accomplish t h i s might 
prove no l e s s d i f f i c u l t than concluding and applying a new international 
agreement, whose rules would permit recourse to pos i t ive measures of i n t e r -
national co-operation i n re la t ion t o the developing countries* foreign trade 
problems, 
2 , Agencies equipped to take immediate action 
To put into pract ice the solut ion proposed above would necessar i ly 
take some time. In view of the developing countries1 pressing needs, 
agencies equipped to take immediate action should be establ ished at the 
Conference i t s e l f . Such bodies should as far as possible meet the 
basic requirements se t out above. Ful l use should be made of the e x i s t -
ing organizations, through f u l l co-ordination of the ir e f f o r t s . The 
immediate action system could group together several main i n s t i t u t i o n s , 
with the United Nations Conference on Trade and Development, which would 
meet again within one or two years, as the central component. Meanwhile, 
the preparatory work for establ ishing a permanent trade organization could 
proceed,and appropriate steps could be taken at once to give impetus to i t s 
main a c t i v i t i e s . Similarly, studies could continue on problems re lat ing 
to the developing countries1 foreign trade d e f i c i t , and a s tar t could be 
made on formulating an international trade po l icy aimed at achieving at 
l e a s t the minimum growth rate proposed by the United Nations, 
To ensure a continuing impetus, the Conference would have a standing 
committee and an independent specia l ized secretar iat , with i t s own budget 
within the framework of the United Nations, The secretariat would cons is t 
of a small but highly qua l i f i ed group which would work c l o s e l y with the 
United Nations regional economic commissions. The l a t t e r could deal f i r s t 
with the problems at the regional l e v e l thus helping to build up f i r s t -
hand knowledge of the problems of each region thereby ensuring that the 
work i s always related to development needs. 
On the basis of a decis ion by the Conference, and acting under i t s 
auspices, four special agencies would operate, as fol lowsi 
(a) A special committee would promptly transform any decis ions and 
new principles arrived at by the Conference into a special agreement between 
the developed and developing countries, which would const i tute the future 
code of regulations applicable to trade re lat ions between the two groups 
of countries. For countries which are a lso Contracting Parties to GATT, 
t h i s agreement would supplement the ex i s t ing rules and would replace them 
where necessary. The committee would further assume certain r e s p o n s i b i l i t i e s 
in the application and negotiation of commodity agreements on items of 
particular concern to the developing countries. In t h i s connexion, i t would 
see that the i n s t i t u t i o n s administering commodity agreements duly applied 
the pr inc ip les approved by the Conference, 
/ ( b ) A 
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(b) A specia l committee, open to a l l countries wishing to part ic ipate , 
would concern i t s e l f with the relations between the countries with centraUy-
planned economies and the market economy countries. One of i t s f i r s t tasks 
would be- to se t up machinery to promote greater f l u i d i t y in and expansion 
of trade between the developing countries and the state-trading countries. 
Moreover, with a view to the future establishment of a world trade organiza-
t ion , the committee could/ in the l i ght of 'experience, work out rules applicable 
to countries with centrally-planned economies that would.have an e f f e c t , 
equivalent to those applied t o the market economy countries. 
(c) A special committee would devote i t s e f f o r t s to strengthening 
the links.between the developing countries as a whole, particularly those 
of d i f ferent continents. In the f i r s t . p l a c e , i t would study ways of 
increasing trade between the d i f ferent developing continents, mainly by 
suggesting spec i f i c formulas for establishing a properly organized system 
of substantial preferences between the. developing countries, ' On the-other 
hand, i t would seek to es tabl i sh the basis for ensuring a common defence 
of the developing countries' i n t e r e s t s , especial ly in relation' to commodity 
agreements. Although the developing countries already have, in the regional 
economic commissions, instruments to promote mutual co-operation on a regional 
sca le , they a lso heed an in s t i tu t ion that w i l l strengthen the so l idari ty 
between di f ferent continents and w i l l keep a l ive the awareness of the ir 
common interes ts , A committee of t h i s nature i s a l l the"more e s s e n t i a l 
as the p r a c t i c a l l i n k s between the developing countr ies weaken . 
while t h e i r common needs, become more u rgen t . The United 
Nations regional economic commissions in Asia, Africa and 
Latin America would help in the task of t h i s committee, organizing the 
necessary in ter - secre tar ia l and inter-governmental contacts. 
(d) GATT would continue to be the negotiating body between i t s 
Contracting Part ies , on the basis of i t s ex i s t ing .¡rules and within i t s 
present sphere of authority. I t would seek, in particular, to put into 
practice measures designed to eliminate preferences, res tr ic t ions and, in 
general,, s i tuations Adversely a f fec t ing world trade and development, in 
accordance \fikh: the Conference resolutions and recommendations, without 
prejudice, however, to i t s autonomy. ' 
In conclusion, i t should be stressed that while these bodies envisaged 
as providing a temporary solution can do useful groundwork for the subsequent 
establishment of a universal, organization, they can i n no way take i t s place. 
Everything depends oh the extent to which the participants in the Conference 
are prepared to accept'the rules that are essent ia l for trade between countries 
at varying stages of development and with' d i f ferent economic systems. I t 
would therefore appear that at the forthcoming Conference attention should 
be concentrated mainly on the essence of the rules and measures needed, and 
only as a consequence of these-, on the ins t i tu t iona l framework in which they 





The foregoing considerations form the basis o'f the following 
conclusions: 
1, A special ized internat ional organization must be se t up within the 
framework of the United Nations to deal with a l l international trade 
problems i n re la t ion to development needs. This organization should 
have universal i ty of membership, should enforce new rules and 
measures and should constantly provide the main impetus to a l l 
trade a c t i v i t i e s within the context of economic development. 
2 . Unti l such time as the instruments for se t t ing up a permanent 
organization of t h i s kind have been perfected, i t i s e s sent ia l 
to es tabl i sh bodies for immediate action with, as the i r central organ, 
the United Nations Conference on Trade and Development, which would 
meet again within one or two years. This Conference would have 
a standing ccanmittee and an independent special ized secretar iat 
with a budget of i t s own, which would work in close co-operation 
with the United Nations regional economic commissions. They would 
a l so lay the groundwork for a.future trade organization, while 
i n the meantime formulating a trade pol icy that would make i t possible 
to achieve and maintain at l e a s t the minimum growth rate set by the 
United Nations. Four e s s e n t i a l bodies would operate under the 
auspices of the Conferences 
(a) A committee to take care of the relat ionships between 
the developed and developing countries, which would 
speedily transform Conference decis ions and recommendations 
i n t o a specia l agreement that would govern the trade 
re la t ions between these two groups of countries; 
(b) A spec ia l committee in charge of the relat ionships between 
the countries with centrally-planned economies and the 
market economy countries; 
(c) A spec ia l committee which would operate in c lose associat ion 
with the United Nations regional economic commissions to 
strengthen the l inks and so l idar i ty between the developing 
countries as a whole, part icularly those of d i f f erent 
c ontinent s ; and 
(d) GATT, as a negotiating body between i t s present Contracting 
Part ies , to promote world trade within i t s ex i s t ing sphere 
of competence, i n the l i gh t of the .general guide- l ines 




METHODOLOGICAL ANNEX ^ 
1 . C las s i f i ca t ion of countries 
In tables 2 to 9, 10, 21 and 22, and f igure I , countries have been 
c l a s s i f i e d , on the bas is of the economic c r i t e r i a adopted by the United 
Nations in to the three fol lowing groups: 
(a) Developed areas: United States , Canada, a l l the western European 
countries, Yugoslavia, Japan, South Africa, Australia and New 
Zealand; 
(b) Countries with centrally-planned economies: the Soviet Union, the 
countries of eastern Europe (except Yugoslavia), mainland China, 
North Korea, Mongolia and North Viet-Nam; and 
(c) Developing areas: a l l the remaining areas and countries in the 
world (including the whole of Latin America). 
Tables 6 and 11 to 17 are based on s t a t i s t i c a l data contained in GATT*s 
annual reports on internat ional trade. GATT has c l a s s i f i e d a l l countries in 
three broad groups: industr ia l areas, non-industrial areas and countries with 
central ly planned economies. This c l a s s i f i c a t i o n d i f f e r s from that of the 
United Nations only i n that GATT includes South Africa, Australia and New 
Zealand among the non-dndustrial areas, whereas the United Nations c l a s s i f i c a -
t ion places them among the developed areas. For the sake of convenience in 
compiling the s t a t i s t i c s , Finland, Greece, Iceland, Ireland, Spain, Turkey 
and Yugoslavia have been included i n the developed and industr ia l areas, 
respect ive ly , in the two c l a s s i f i c a t i o n s . 
2 . Class if:lc atx on of products 
Tables 6 and 11 to 17 have been taken from GATT, International Trade 
I96I (Geneva, 1962). The composition of the product groupings i s as follows: 
Foods and raw materials: 
(a) Foods, beverages, tobacco, etc* (sect ions 0 and 1 of the revised 
t>ITC), in the form of preparations and otherwise: 
(b) Raw materials ( sect ions 2 and 4 of the revised SITC, except 
d iv i s ion 28). including hides and skins; o i l - s eeds ; rubber; 
wood, lumber and cork; pulp and waste papery t e x t i l e f ibres 
(not manufactured); crude f e r t i l i z e r s , and other animal and 
vegetable materials; 
(c) Metall iferous ores (and metal scrap) (divis ion 28 of the revised 
SITC); 
(d) . Fuels ( sec t ion 3 of the revised SITC), including so l id and l iqu id 
f u e l s , crude or refined; gas; and ej.ectric energy a 





(a) Capital goods (sect ion 7 of the revised SITC, excluding item 732.1, 
passenger motor cars); 
(b) Base meta l s - (d iv i s ions 67 and 68 of the revised SITC); t h i s covers 
iron and s t e e l and non-ferrous metals) ; 
(c) Consumer goods (d iv i s ions 65 and 84 and item 732.1 of the revised 
* SITC); This includes t e x t i l e yarn, fabrics , made-up a r t i c l e s and 
related products; c lothing; and passenger motor cars; -v. 
(d) Other products ( sec t ions 5, 6, 7 and 8 of the rev i sed SITC, 
. excluding d iv i s ions 65, 67, 68 and 84)• This- covers a l l 
manufactured-goods not c l a s s i f i e d i n the?preceding groups. 
Residue; 
(Section 9 of the revised SITC.) This covers commodities and transac-
t ions not . . c lass i f ied according to kind. 
The above c l a s s i f i c a t i o n has been used i n the t e x t , and the term 
"primary commodity^1 designates the items included under-"foods and raw 
materials", despite the f a c t that some o f them (foods, wood, f u e l s , e t c . ) 
undergo a certain degree of industr ia l processing, 
3* Projection of imports arid of the potential d e f i c i t . 
(a) Economic development prospects under ex is t ing internal and external 
conditions • 1 
Table 38 summarizes the resu l t s of a system of project ions, on-avai l -
able resources and the ir internal and external use, for Latin America 
(excluding Cuba) f o r 1966 and 1970. 
The gross domestic product and imports were projected by extrapolating 
into the s i x t i e s the respective growth rates during-the post-war period, 
namely 4*7 and 3»9 per cent . On the same bas is exports were projected in 
accordance with an annual cumulative growth rate of 2 .7 per cent, which i s 
. s l i g h t l y higher than that r e s u l t i n g from the d e t a i l e d ana lys i s of La t in 
America1s export products made i n sec t ion A of chapter I I I . 
The projected gross product and imports cover a l l resources avai lable , 
arid i n table 38 these are c l a s s i f i e d by dest ination ( for exports and for 
internal use i n consumption and investment). 
The f igures i n table 39 indicate the potent ia l d e f i c i t in external 
payments that would resu l t from t h i s hypothesis of - the growth structure. 
The f i r s t stage was to estimate current foreign exchange l i a b i l i t i e s 
for imports of goods and services and for p r o f i t s and i n t e r e s t on foreign 
investment loans. Comparison of these l i a b i l i t i e s with earnings from 
exports of goods and services gives a preliminary estimate of the potential 




The next stage i s to estimate thé: amortisation payments for the 
relevant years in , the s i x t i e s , for short-term and long-term debts out-
standing against the'Latin'American countries. I f these amortization 
payments are added to the potential d e f i c i t on current account, an 
estimate of the potential d e f i c i t i s bbtained that w i l l .represent the 
t o t a l capital inflows required to meet the d e f i c i t . 
In these projections no account i s taken of pro f i t s , in teres t and 
amortization payments pri 'nevr direct investment or on any additional debt 
that may be incurred as ¿' resul t of the d e f i c i t indicated. . 
î. -The prof i t s and in teres t on foreign investment and loans was estimated, 
f i r s t l y , on the bas is of the pro f i t margin recorded in the various countries 
during the . las t years of the, f i f t i e s for -foreign • direct investment, and 
secondly, by usiné the calculations" of the servicing of external debt out-
standing made by the countries themselves.. In a few cases the estimate 
had to be based on the debt exist ing at the end of 1962 and on an assess -
ment of i t s t e m s and conditions. 
The,basic data needed for estimating external payments for financing 
servicing i s incompletê and defect ive; Nevertheless the to ta l estimated 
figures-appear to be a reasonable approximation that indicates the order 
of magnitude of these l i a b i l i t i e s . " 
(b) Projection of imports and potential d e f i c i t on the assumption that the 
growth rate of thie product i s increased and that the demand-for-imports 
pattern remains as i t was during the f i f t i e s 
- Table 42 gives another group of projections of imports and of the 
potential d e f i c i t . Here the target growth rate for the gross product i s 
an annual cumulative rate of 5 per cent for 1961-65 and 6 per cent for 
1965-70 for Latin America, as a whole, excluding Cuba. 
The technical analysis aims at,determining what w i l l be the potential 
d e f i c i t or gap in the balance of payments in accordance with the various 
hypotheses of import requirements implied by these p ro jec t ions of t h e 
product. Exports of goods and services , prof i t s and interes t on foreign 
investment, and loans, and amortization of exist ing debt, were projected 
by the method outlined in . the preceding paragraph. Consequently i t w i l l 
s u f f i c e here to describe the methods used for the-alternative projections 
of imports.. 
The annual imports for each country for 1940^61 ; expressed in dollars 
at I960 prices, were grouped under the following headings : (a) durable 
consumer goods; (b) .non-durable consumer goods; (c) f u e l s ; (d) raw 
materials intermediate products; (e) building materials, and * 
( f ) papital goods. 
An analysis, by countries was made to determine the rat ios of imports 
of each of these groups of goods to the product, consumption and investment. 
A regressive logarithmic equation was calculated for each of the following 
pairs of variables , expressed i n per capita terms: 
/ ( a ) Imports 
E/CN.12/693 
Page 276 
(a) Imports of non-durable consumer goods in re lat ion to the gross 
domestic product or to private consumption, the equation se lected 
for the projections being that which gave the highest correlation 
c o e f f i c i e n t ; 
(b) Imports of fue l s In re la t ion to the gross domestic product; 
(c) Imports of raw materials and intermediate products i n re lat ion 
to the gross domestic product; 
(d) Imports of capital goods in re lat ion to gross f ixed investment; 
(e) Private consumption i n re lat ion to gross domestic income. 
The resu l t s of t h i s study are shown in table 41> which gives the 
e l a s t i c i t y and correlat ion c o e f f i c i e n t s for the equations obtained for 
each country and for each group established* 
This tab le shows that i n many cases the correlation i s not s i g n i f i c a n t , 
the c o e f f i c i e n t being very low. This i s because the imports recorded are 
a f f ec ted by: a number of economic and administrative factors , and the 
s t a t i s t i c a l coverage i s incomplete. 
Internal consumption and investment were projected on the bas i s of the 
respective hypothesis of the growth of the product. In estimating investment 
use was made of the product-capital c o e f f i c i e n t s impl ic i t or e x p l i c i t in 
the development plans of the Latin American countries . Where no plans 
existed, the c o e f f i c i e n t s adopted were those establ ished i n e a r l i e r iCLA 
studies , or e l s e those for countries with similar economic character is t ics 
were used. 
In t h i s way the independent variables were established, for 1966 and 
1970, against vihich import ra t ios could be worked out, according to the 
method already described. 
In those countries and for those products for which the correlation 
c o e f f i c i e n t obtained was vory low, the projection of imports was based on 
the proportion of the import content for the items concerned recorded 
f o r those countries in the l a s t years of the f i f t i e s . This was done, for 
example, i n the analysis by countries, for Argentina and Chile, and a lso , 
i n some cases, for durable consumer goods and fue l s in the analysis by 
groups of imports. 
Once imports were calculated and the other variables referred to 
were establ ished, i t was poss ible to arrive at the potent ia l d e f i c i t in 
the balance of payments on current account, as shown i n table 42, 
(c) - Projection of imports and potent ia l d e f i c i t on the hypothesis of 
an expansion in the subst i tut ion process 
In order to establ ish a point of reference for determining the 
changes that the potent ia l d e f i c i t may undergo, two other calculat ions 
were made on imports which i n fact involve assuming an expansion in the 




Calculation A cons i s t s bas i ca l ly i n assuming that the countries 
that reduced the ir import c o e f f i c i e n t a f t e r 1948 w i l l continue to 
r e s t r i c t imports i n the s i x t i e s , on the srme re la t ive scale5 and that 
both the countries i n which there was an increase i n t h i s c o e f f i c i e n t , 
and those where i t remained s table , would maintain a c o e f f i c i e n t i n the 
s i x t i e s c lose to the average for 1959-61« Once the c o e f f i c i e n t s for 
1966 ana 1970 had been established on t h i s bas i s , t o t a l impox-ts were 
calculated by applying the c o e f f i c i e n t s to the absolute l e v e l s of gross 
product projected for those two years# 
Calculation B, which I s i l l u s t r a t e d in f igure VI, represents only 
an assessment for the purpose of supplementing calculat ion A. A function 
was calculated re lat ing t o t a l imports to the gross domestic product of 
each of the countries considered, on the somewhat extreme assumption that 
imports are a function of the economic l e v e l of a country at: measured by 
i t s gross domestic product» The r e s u l t given by t h i s function was 
0 £¿23 
M = 0.529 P * , xtfhere M represents t o t a l imports and P i s the gross 
domestic product. Thus t o t a l imports for 1966 and 1970 were estimated 
by introducing into t h i s equation the values for the projected gross 
product for each country« 

